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BRING YOUR BILL ANALYSE 
UP TO DATE 


You can save 50% in time and money wi 


THE ONE-STEP METHOD 
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OF BILL ANALYSIS 


LL but current bill frequency data has been rendered obsolete by th 
marked increase in kilowatt-hour sales. How much of this load wil 
you retain? 
Now is the time to bring your bill analyses up to date. In addition to 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your post-war rate and pra 
motional programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the nee¢ 
of this problem. It does away with the necessity for temporarily acquiring 
training and supervising a large clerical force. Our experienced staff pluso 

specially designed Bill Frequency Analyzer machines can turn out the jobi 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid ant 
economical method for obtaining a picture of your customer usage situatio 
Write for a copy of the booklet “The One-Step Method of Bill Analysis. 








Recording & Statistical Corporation 


Utilities Division 
102 Maiden Lane, New York 5, N. Y. 


Boston Chicago Detroit Montreal 
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ECOMMEND BARBER REGULATORS 


ODAY individuals, appliance manufacturers, and public 
i xprstie corporations—all are interested in the efficient use 
of fuel. Gas companies are giving sound advice to consumers 
on economical methods of operating gas appliances. Manu- 
facturers of such equipment are using every effort to attain 
top efficiency in their products. 


Vv 


ertified by A. G. A. 
esting Laboratory. 
izes 4” up. Descrip- 
we folders supplied 
ee for your trade. 
rite for Catalog and 
ices on Barber Con- 
sion and Appliance 
urners, and Regula- 
rs. 


One effective means of reducing gas waste is to be sure that 
every gas-burning appliance—heating equipment, water heat- 
er, kitchen range or any commercial or industrial appliance— 
is fitted when installed with the proper Barber Regulator. 
Known for many years as an extremely reliable and mechanic- 
ally perfected device, a Barber Regulator always assures finer 
appliance service and higher fuel economy. Recommend Bar- 
ber Regulators to your customers. 


HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER -arcsune REGULATORS 


Barber Burners For Warm Air Furnaces, Stean and Hot Water Boilers and Gas Appliances 
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No. 65R stands 
up hendily on 
the floor. 





@ It cuts smooth perfect 

threads—its 1 set of high- 

speed steel chasers that 

stay in it (instead of 4 

sets to fool around with) 

adjust to thread 1”, 14%”, 

1Y,” or 2” pipe in a mege 

10 seconds — its nearly 

Ml 11 e automatic workholder 

Thread your 1° to 2” pipe With f scts'to pine size instant 
ly: there you have the 

[ é I e reasons why beer rugged 
steel-and-malleable No. 

“4 ef b ot ’ 255 time 65R is so widely popular 
with men who know pipe 

\ ; ; 5 threaders. For the easiest 
with self-contained, quick-setting most efficient threading 
you’ve ever enjoyed buy 

this RIZAID —at your 

FUND N0.65R | cae 
° doing our best to keep 


supply up to demand, so 
keep asking. 


Rikat& 


* WORK-SAVER PIPE TOOLS * 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO, U.S. A. 
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Pages with 


Ww the scientific and industrial world 
still shocked into a sort of dazed fascina- 
tion by the advent of the atomic bomb and its 
dramatic consequences in the Japanese war, it 
would be presumptuous for us to attempt to 
appraise, at this early date, the impact of the 
new discovery upon public utility’ industries. 
That public utilities will be primarily affected, 
if, as, and when the release of atomic energy 
is authorized for peacetime commercial usage, 
there can be no doubt. 


But there is also a dawning suspicion that 
the atomic bombs hit something else beside 
Hiroshima and Nagasaki. They may well have 
hit some pretty well laid plans for additional 
huge expenditures in public power projects, 
and also plans for rigid conservation of such 
wasting resources as natural gas and petroleum 
—and, to a lesser extent, coal. We are glad to 
note that one of our state regulatory commis- 
sions appears in the role of a most brilliant 
and discerning prophet in this regard. We take 
vi our hat to the fatidic ability of the Kansas 
Corporation Commission which, in a report to 
the Federal Power Commission last Novem- 
ber, anticipated successful utilization of atomic 








LUTHER R. NASH 


Precision methods are admirable, but never as 
an end in themselves. Results are what count. 


(Sse Pace 283) 
AUG. 30, 1945 


the Editors 


energy with respect to this very issue of con- 
servation of natural gas. 


ANSWERING a request by the commission for 
a statement on utilization of natural gas from 
the Hugoton field of southwestern Kansas, the 
state agency asserted too rigid conservation 
would be as bad as waste because of “the possi- 
ble development of means to make possible 
utilization of atomic energy. We are not pre- 
pared to advocate that grave concern be now 
exercised over the consérvation of gas for use 
one hundred years from now, or even fifty 
years from now. Proper utilization of that 
commodity for ten, fifteen, or even twenty-five 
years probably would be an adequate consid- 
eration.” 


* 


A™; while we are about it, we might recall 
that the effect of atomic release of Uran- 
ium 235 on the electric power industry was 
most learnedly discussed by a writer in Pustic 
Uriitres FortTNIGHTLY as far back as the 
issue of November 6, 1941, The only trouble 
with our contributor on the subject (which, 
incidentally, makes us hesitate to mention his 
name) was the fact that he did not think it 
was ever going to happen. Nevertheless, the 
article, read in retrospect, is quite valuable for 
its anticipation of the element used and ap- 
praisal of the economic consequences which 
would face public utilities if the miracle ever 
came to pass, despite the impression of the 
writer that it would not. 


More to the point, of course, is the observa- 
tion after the fact, attributed in the-press to 
C. W. Kellogg, president of the Edison Elec- 
tric Institute. Mr. Kellogg seems to think that, 
assuming the release of atomic energy can be 
practically controlled for industrial usage 
within the none too distant future, there would 
result simply a substitution of one source of 
energy for another in the process of generating 
electricity. This would leave the industry’s 
technique and investment in transmission and 
distribution (which is by far the-larger pro- 
portion) relatively unchanged. 


INDEED, it is not difficult to conceive» that 
with the advent of a dirt-cheap source of elec- 
tric energy which can be locally controlled and 
will not waste a natural resource, the consump- 


tion of electricity for both industry and in the 





evi 





August 30, 1945 Public Utilities Fortnightly 


More Power for the Northwest 


Otter Tail Power Company orders Riley Steam Generating Units for Crooks- 
ton, Minn. and Devils Lake, N. Da. plants. Otter Tail Power Co. also uses Riley 
units at Wahpeton, Canby, Washburn, Jamestown and Harvey plants. Good 
evidence of the reliability and satisfactory performance of Riley Units. 


Otter Tail Power Co. — Canby, Minn. 


75,000 Ibs,/hr.—500 Ibs. Pressure—825°F. Temperature 
Riley Pulverized Coal Fired Steam Generating Unit 


LE COMPLETE STEAM GENERATING UNITS 


STOKER CORPORATION, WORCESTER, MASS. STEEL-CLAD INSULATED SETTINGS - FLUE GAS SCRUBBERS 
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home can be stepped up to prodigious propor- 
tions. This, for the simple reason that it might 
then be economical to use electricity for many 
purposes for which it is now not economical or 
practical. 


' 
























AsipeE from such considerations, however, 
which are sti! blocked by the veil of military 
secrecy covering the newly discovered proc- 
ess of atomic fission, it is certainly not go- 
ing to help proponents of huge government 
spending in hydroelec tric projects to put over 
their plans in Congress. Hydroelectric dams 
are expected to last one hundred years, and the 
huge investment in them is commonly allo- 
cated, for amortization, for periods of fifty 
years or even longer. But early signs point to 
commercial use of atomic energy far sooner 
than fifty years if development is going to hap- 
pen at all. 


a 


N EEDLESS to say, President Truman’s antici- 
pation that there would be peacetime ap- 
plication of the new discovery has led to a 
general expectancy among laymen that only a 
reasonable period of additional research and 
experiment separates atomic fission from its 
present realm of military destruction and its 
more humanitarian role as a peaceful servant 
of mankind. This might mean five, ten, or 
twenty years, but it could hardly mean fifty to 
one hundred years. 


> 


| rigpion R. Nasu, whose article on so-called 
precision regulation opens this issue, is a 
well-known authority on utility regulatory 
problems, particularly those having an engi- 
neering aspect. A graduate of Massachusetts 





ERNEST R, ABRAMS 


Ihat is the general average sound equity in 
outstanding utility security investment? 


(See Pace 296) 
AUG. 30, 1945 
























































EDWIN FLEISCHMANN 


Selling service is real utility business—not 
peddling kilowatts. 


(See Pace 305) 


Institute of Technology and Harvard (SM, 
08), Mr. NASH was tor many years an offi- 
cial of the Stone & Webster organization and 
is now engaged in engineering consultation at 
his home in Ridgefield, Connecticut. 


> 


Ie R. Asprams, whose article on “The 
Appraisal of Utility Common Stocks” be- 
gins on page 296, is a business and financial 
writer now living in New York. Joun A. How- 
LAND is also a professional writer of business 
artic’es resident in New York city. 


> 


DWIN FLEISCHMANN, whose article, “A 

Plea for More Real Service,” begins on 
page 305, is a member of the staff of Gilbert 
\ssociates, Inc., engineers and consultants, of 
New York. Mr. FLEISCHMANN is a graduate of 
Harvard College and Harvard Engineering 
School. After five years with Westinghouse 
doing design and engineering work on indus- 
trial electric heating projects, he joined the 
Niagara Hudson system in 1927 and held vari- 
ous operating, administrative, and engineering 
positions for fifteen years. When World War 
Il broke out, Mr. FLEISCHMANN joined the 
War Production Board where he was the 
deputy chief of the fuel and allocations branch 
of the Office of War Utilities. Last year he 
became consulting engineer with his present 
organization. 


THE next number of this magazine will be 


out September 13th. 
Chita 
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SPEED pays off... » 
j thee 
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...in Utility Billing, too! 


PEED recently paid off for a Yank ace HE speed of the Model 285 billing 
whose guns were frozen. machine pays off for public utilities 


He caught and destroyed a Jap plane by using by reducing the unit billing cost. 

his propeller to chop off the Nip’ plane’s tail! It is the ONLY completely electri- 
fied billing machine that computes 
and prints balances automatically. 


Other automatic features giving you 
speed are: repeat printing, proof of cor- 
rectly computed consumption, dates, car- 
riage return, and many others. 


Vertical accumulation and cross- 
computation of consumption and 
revenue give you cost-cutting effi- 
ciency for real savings. 
Such savings are waiting for YOU. 
Your Remington Rand utility specialist 
will show you how without obligation. 
Phone him sow, or write to us. 


Reminglon Rand 


Bookkeeping Machines for YOUR EVERY Requirement 
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ULCAN AUTOMATIC VALVED SOOT BLOWERS 


THE VULCAN AUTOMATIC VALVED HEAD, MODEL LG-2, was ym ro 
some 12 years ego 4s a result of an exhaustive study of existing soot blower heads end 
capability of meeting the new and severe conditions ebout to be imposed on them by the 
modern high pressure boiler. A new design, breaking tradition with the old-fashioned 
— —— wes indicated and the LG-2 heed was designed with the following 
eotures in ming: 


(1) A heed uni | in its epplicati 

(2) A heed economical in steam (or sir) consumption 
(3) A head easy to install 

(4) A heed easy and simple to operate 

(5) A head low in maintenance end easy to service 





— wae * The use of a pilot for operating the valve in the head proved to be the key to the 
s " required design and marked a radical departure from the traditional heed of low pressure 
: ‘ . days. A single chain operating through a gear reduction revolves the element and, by 
a : . means of stops et the end of the blowing arc, moves the pilot to open and close the valve 
ane > ‘ in the head. 

: 3 This design makes the LG-2 head universal in its application. The pilot operated valve 
. permits the head not only to be used on low pressures but also on pressures up to 1500 
a pounds. Opening the valve in the head against high pressure, the bug-a-boo of most 
g f soot blower heads, is no problem with the Vulcen heed as the steam pressure does the 

job, the operator merely having to move the small pilot valve. 

Operators prefer the LG-2 head after using other heads beceuse of its simple and easy 
operation. The enclosed cut steel gear and alloy pinion, the self lubricated special shalt 
bearings, end the enclosed ball bearing taking the steam thrust as well as the radial load 
all make for frictionless operation. Element binding and werping are prevented by the 
underarm ones which penaee the weight of the heed and piping jo ree _—e— 

ing, without any cantilever eect on the element and permits the element to t inside 

Cover — — Velve e wall sleeve. A bell end socket joint in the sleeve prevents element strains by allowing 
erts Expose relative motion of the setting and pt masse and, at the seme time, keeps the setting tight 

The interests of the contractor and boiler erector have not been overlooked in the 
design of the LG-2 heed. It is, perhaps, the easiest heed to install. Because of the hanged 


Write for New Catalog connection between the element and the head, the assembly of these parts im the field is 


relatively simple 


VULCAN SOOT BLOWER CORPORATION 


Du Bois, Penna. 
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EpitoriAL STATEMENT 
Traffic World. 


Henry A, WALLACE 
Secretary of Commerce. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





— MONTAIGNE. 





“The war has accelerated gas progress by ten years.” 


+ 


“Law cannot be established in a day. It cannot be per- 
fected by a stroke of the pen or the enactment of a statute. 
Law is, of necessity, a slow growth if it is to endure.” 


¥ 


“Business has come to see that it must, if it is to sur- 
vive as free enterprise, see to it that a man works for 
what he gets, because he is going to get it anyway and it 
is all going to come out of the pockets of industry.” 


> 


“My interest in small business is not based on any 
antipathy toward large business as such, for in some fields 
production can be carried on economically only by large- 
scale operations. But when small businesses can no longer 
be started, to grow and maintain their independence, our 
free enterprise economy cannot survive.” 


> 


“The problem of broadcasting, as I ‘see it, is not what 
we hear over the air .. . the problem lies in what we do 
not hear, Censorship by overloading the air with programs 
which sell goods, to the exclusion of programs which do 
not, may be as effective as a complete denial of access to 


the air or censorship by the blue pencil.” 


> 


“We sincerely believe that the tax relief we [ National 
Association of Manufacturers] recommend will do more 
to help business, both large and small, to speed reconver- 
sion, stimulate investment and production, and therefore 
create jobs than the government could achieve by the un- 
wise spending of double or treble a like amount.” 


> 


“Senators Wagner, Murray, O’Mahoney, and Thomas 
of Utah apparently feel that they are serving a nation of 
half-wits. For their bill, S 380, ticketed with the fictitious 
title of ‘full employment,’ is a legislative monstrosity with 
the body of a wren and the head of a parrot, The thin 
body is a mild measure for gathering statistics, but the 
thick head is a pretentious and sophomoric proposal to 
create a new Utopia.” 


12 
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nd it 
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elds 
arge- 
ynger 
— Businessmen want a quality product, built with 
WHEREVER YOU GO precision to operate with precision, and 
designed for long, dependable service. They 
be YOU SEE know the importance of being able to select 
ei freely from a complete line of machines. They 
h do BURROUGHS MACHINES want to be sure of having dependable, efficient 
rss to maintenance service. They place importance on 
the technical help that can be given them ia 
planning installations and applications. 
wars Businessmen might buy Burroughs for any one 
aver- of these reasons. Actually, they buy Burroughs 
refore for ail of these reasons. For Burroughs leads on 
wines, all counts—finer products . . . the most complete 
a line of machines . . . the leading service organi- 
oughs zation .. . experienced counsel. No wonder that 
homas in big business and small . . . wherever you go 
ion of ne ++. you see Burroughs machines. 
nem IN COUNSEL y 8 
y with i Senvice BURROUGHS ADDING MACHINE CO., DETROIT 32, MICHIGAN 
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ACCOUNTING AND STATISTICAL MACHINES + NATIONWIDE MAINTENANCE SERVICE * BUSINESS MACHINE SUPPLIES 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





14 REMARKABLE REMARKS—( Continued) 
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U. S. Senator from Michigan. 
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A. E. Barit 
President, Hudson Motor Car 
Company. 


EpitoriAL STATEMENT 
Business Week. 


Henry HAZLitt 
Member, editorial staff, The 
New York Times. 


EpirortiaL STATEMENT 
Industrial News Review. 
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“We are neither big enough nor rich enough to be- 
come permanent almoner to the whole earth .. . we face 
no such obligations . . . despite a tendency in some places 

. to assign us automatically to this rdle, almost as 
though we owed reparations to our Allies in return for 
having made colossal contributions to their victory.” 


> 


“I do not share the opinion of those who preach that 
a terrible depression is inevitable after the war. The end 
of the war will see this country with the greatest indus- 
trial productive potential, in men and material, in the his- 
tory of the world. Our people are trained in the operation 
of the intricate machinery of modern production. We are 
young, energetic, and courageous.” 


* 


“All the elements for a sustained period of large busi- 
ness lie ahead, and there is no basis for. a defeatist atti- 
tude that this condition will last only a few years. How- 
ever, should the notion become general that there is a 
slump just around the corner, and an influx of proposed 
remedies are offered to becloud the situation, there may 
be bad results.” 


> 


“Tt can be argued . . . that rate equalization is only a 
result of the pressure toward decentralization. For freight 
rates are intimately tied up with the whole economy of a 
region, and changes in one usually are inextricably tangled 
with changes in the other. The Board of Investigation and 
Research . . . beat its head against this problem and finally 
concluded: ‘The truth of the matter is that freight rates 
are both cause and effect.’ ” 


¥ 


“Free competition tends to restore quickly equilibrium 
in the economy, Paralysis and stalemate are caused by 
prices and wages that are too high, and by government 
restraints or policies of monetary inflation or deflation and 
by monopolistic practices. It is the duty of the govern- 
ment to assure a fair open field for free competition by 
not putting obstacles in the way of the fullest operation 
of a free enterprise system.” 


¥ 


“Just why the government should use a back entry, dis- 
guised as a Rural Telephone Administration, to get its 
foot into the door of the telephone business, is hard to 
understand, except it is a part of the general program of 
those who would socialize American industry. And a tele- 
phone in every farmhouse, whether it is needed or not, 
is good bait to win public approval of Federal spending 
which slowly but surely curbs individual incentive, oppor 
tunity, and, ultimately, liberty itself.” 
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SWITCHING EQUIPMENT fen 


SPE CIALIST ag 


The design, manufacture and application of 
Switching Equipment has been the business of R&IE HORN GAP SWITCH 
for over thirty years. As you seek Quality and Service, 
remember that R&IE built most of the earliest air 
switches in existence. 

Since then R&IE has contributed many of the INTERRUPTER SWITCHI 
outstanding switchgear features which are adopted 
standards today. 

R&IE will continue to specialize in the making 

} of this equipment long after the present war-time 
# emergency. 
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HEAVY DUTY BUSES 


KIRK INTERLOCK 
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SHERMAN CREEK 


This Sherman Creek Unit 
marks the 11th Steam Gen- 
erating Unit in the world 
capable of producing 
1,000,000 ib of steam per hr. 
NINE of them are C-E Units. 
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WITH ANOTHER 
MILLION-POUND UNIT 


e AC-E Steam Generating Unit, designed for 
a pressure of 1800 psi, a total steam tempera- 
ture of 955 F and a capacity of 1,000,000 lb of 
steam per hr, was placed in service in 1943 by 
the Consolidated Edison Company of New 
York at Sherman Creek Station . . . A dupli- 


cate unit has recently been ordered. 4-8870 


COMBUSTION f°) ENGINEERING 


200 MADISON AVENUE * NEW YORK 16, N. Y. 


C-E PRODUCTS INCLUDE ALL TYPES OF STEAM GENERATING, FUEL BURNING 
AND RELATED EQUIPMENT FOR STATIONARY AND MARINE APPLICATIONS 
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S Facts febout 
INTERNATIONAL TRUCKS 


IRST, the International Line is com- 

plete. It offers a truck of the right size 
and carrying capacity for every public 
utility job. 

Second, the International Truck perform- 
ance record is so outstanding that in the NEW a Saeed 
ten years before the war more heavy-duty ee 4 ot tetas . 
Internationals were sold than any other make. pret von, Reena 


Third, International Trucks are backed by the for essential civilian hauling, 
nation’s largest company-owned truck service 
organization, and a network of dealers that puts SERVICE: Many ope 
International ‘Truck service within easy driving will have to wait fortra 
distance of every point in the United States. Maintenance of ex 


vehicles is just as im 

In your own interest, get complete data on tant today as before 
what International Trucks can do for your Day. Therefore — be 
operation. Get complete data now, even though your trucks get top 


=r . Pmt tenance and service a 
civilian trucks still are limited. ciaadiond, eds Be 


INTERNATIONAL HARVESTER COMPANY and Branches. 
180 North Michigan Avénve Chicago 1, Illinois 





INTERNATIONAL % 
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Unexcelled in Peace and War 


Engineers, familiar with the peacetime perform- 
ance record of Mercoid Controls, displayed no 
hesitation in putting them to work on wartime 
emergency applications. They are making good 
here, there and everywhere throughout the 
nation’s war plants. Even in the far outposts of 
battle lines, you will find Mercoid Controls doing 
their part to hasten the day of victory. 

When peace again prevails, Mercoid Controls 
will be ready to take the lead in improving the 
comfort in American homes. 


@@e@eeewe ec eee eaeeeeeveeeeeneeseeeeneeeeeeeneeneeaeseneeeoeeveeneeeeeeeneeeetetee#eeee 
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THE MERCOID CORPORATION 4201 BELMONT AVE., CHICAGO 41, ILL 
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INF ALLIBLE CONTROL— a Nordstrom responsibility 


"Sealdport" lubrication insures easy 
turning, positive seal, seat protection, 
resistance against corrosion and erosion. 


NORDSTROM LUBRICATED VALVES 


MERCO NORDSTROM VALVE COMPANY 
A Subsidiary of Pittsburgh Equitable Meter Co. 


Main Offices: 400 Lexington Ave., Pittsburgh 8, Penna. Branches: Atlanta, Boston, Chicago, Houston, Kansas City, Los Ar 
geles, New York, Oakland, San Francisco, Seattle, Tulsa. 
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BUILDING WIRE + IMPERIAL NEOPRENE JACKETED PORTABLE CABLE 


CRESCENT 


VARNISHED 
CAMBRIC 
POWER 


* SERVICE ENTRANCE CABLE 


Heavier loads for longer periods of time than tormerly possible are 
obtainable with CRESCENT VARNISHED CAMBRIC CABLE, due to sub- 
stantial improvements in high temperature varnished cambric tapes. 
This general-purpose, industrial power cable provides higher current 
carrying capacity for the same size of copper conductors, together with 
maximum safety and permanence. 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


CRESCENT @ 


WIRE and CABLE y 


MORED CABLE - RUBBER POWER CABLES - VARNISHED CAMBRIC CABLE 
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HYDRAULIC TURBINES 
and 


ACCESSORY EQUIPMENT 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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DAVEY 
Tit 


AIR- ARISTOCRAT 
PORTABLE 
COMPRESSORS 


1 TRACK-AIR 
M S 
Take a chassis built to endure the shocks and <riaaaant 
jolts of hard service year in and year out, add an 
amazingly economical, ruggedly-built air-cooled 
compressor that operates at conservative speed, 
and you have the DAVEY Air-Cooled Portable TRUCK-POWER 
Compressor. ; TAKE-OFFS 
Cost-wise contractors and dealers who lease 
out equipment know a DAVEY’ can really take 
it and still keep going year after year with 
minimum maintenance and maximum efficiency. 
That’s why many rental fleets are 100% Davey PNEUMATIC 
Compressors. SAWS 


INDUSTRIAL 
STATIONARY 
COMPRESSORS 





DAVEY (085.2 


ee 
\ eS 
DEALERS IN PRINCIPAL CITIES ‘oat 
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THE NEW PLAN— 
All standard, 
factory- assembled, 
metal-clad switch- 
gear (Type MIi-6, 
with magne-blast | 
alr circuit breakers). © 


: yy switchgear and a specd 

: j arrangement of 4 kv op 
paratus in single-phos 

- ¢ =] » each bes inl "] 

_ = 4] feeder-voltage regulate, 
oo single-pole breaker, ond 











A SHIFT TO diacadard SswitcHCGEAR 
STEPPED UP THE GAINS 


Recently, the engineering department 
of a large utility company re-examined 
a plan which it had on file for rebuilding 
one of its substations. In the light of 
today’s conditions, a new plan was 
drawn up, breaking with many previ- 
ously established practices. 

Simplification was the keynote of the 
change of plan: A single sectionalized 
4-kv bus was substituted for the double 
bus of the original plan. Bus-section 
voltage regulation was adopted instead 
of individual feeder regulation. Three- 
pole breakers replaced single-pole break- 
ers in individual phase cubicles, in view 
of the high percentage of three-phase 
load. And, in place of specially designed 
apparatus, standard, factory-assembled 
metal-clad switchgear was specified. © 


Altogether, the new, simplified plan 
is estimated to cost but 40 per cent as 
much as the original. A major factor in 
bringing about this cost reduction was 
the choice of G.E.’s repetitively manv- 
factured switchgear. 

Quantity production of standardized 
equipment means a better product for 
you at lower prices. May we assist you 
in projecting more standard apparatus 
into your present and future plans? 
General Electric Company, Schenectady 5, 
New York. 


Buy all the BONDS you can—and keep all you buy 


GENERAL @ ELECTRIC 
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IS BUILT INTO 


MICA 
CAPACITORS 


*% The many processes that are required in pro- 
ducing SANGAMO MICA CAPACITORS in- 
volve numerous critical operations. Some of these 
are MICA SPLITTING, MICA GAUGING, 
MICA PUNCHING, MICA INSPECTION, and 
CAPACITOR STACKING. 


* To achieve EXCELLENCE, a well planned, 
effective quality control is maintained every step 
of the way. Skilled operators have the most mod- 
ern.mechanical equipment with which to work. 
This, together with competent supervision, has 
enabled SANGAMO to play an important part 
in meeting the heavy and exacting requirements 
of wartime America. 


* The complete line of SAN- 
GAMO MICA CAPACITORS 
merits every confidence of the y) 


4 
most exacting user of ee YF 


SANGAMO ELECTRIC COMPANY "iver 
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ing. Operations include taper 
| counter boring for backing 
U-bevel. 





«= GHINNELL 


whenever PIPING 
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2 simple steps... 


TO LOWER PAPER WORK COSTS 


Here’s how thousands of firms in 
all types of business, including many 
utilities, reduce paper work costs 
with the Vari-Typer* Office Camposing 
Machine: 

1. Vari-Typer “master copy” 

Take an ordinary form as an example. 
The Vari-Typer operator composes a 
"master copy" of it, using aselection 
from Vari- r’s hundreds of dif fer- 
ent styles and sizes of changeable 
types. She uses a BOLD type for 
heading, medium-sized types for sub- 
headings, and smaller, space saving 
yet clearly legible types for tabular 
matter. This "master copy" looks 
"printed", because Vari-Typer type 
closely resembles type-set printing. 
Consequent ly, twice as much copy, on 


an average, can be put on a stencil, 
paper or metal plate, hectograph or 
photo-offset master. 

2. Run it off on 

an Office Duplicator 

The Vari-Typer "master copy" is then 
put onastencil or hectograph Spli- 
cator, or photographed to an offset 
printing plate and put on an offset 


printing press. The required number 


of copies are then reproduced. Result 
is clear, easy-to-read work which 
looks like printing, yet costs far 
less. Savings in supplies--paper, 
stencils, metal or paper plates, ink, 
etc. --are considerable. Vari-Typer 
Savings usually average 49% to 62%; 
the machine pays for itself usually 


inayear, sometimes on a single job. 


Send for Free Folder - You can quickly determine how and 
where you can save with Vari-Typer by reading the 
new, 16-page booklet--‘Vari-Typer, a new 


tool for business” sent free upon 
request. Why not write for 
a copy today. 


TEXT COPY SET ON VARI-TYPER 


Send me booklet--“Vari-Typer, 
a new tool for business” 


REG. U.S. PAT. OFF. Name 








MND FOREIGN COUNTRIES 
Address 


Company 
City and State. 
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PRACTICAL PLANS for 


kien”. “aor ips cee ae 
panier plank veliahlli alilatiins and operating costs. 


When the urgency of war production begins to un- 
wind into the pattern of peacetime competition, power 
plant engineers will want to be ready in advance with 
step-by-step plans for urgently needed modernization 
and expansion of existing facilities. Properly drawn, 
such plans will help speed reconversion of their own 
rece lbecer anne tne sie al 
ciency and flexibility for changing conditions that 
future operations will demand. 


Thinking ond planning for tomorrow today is a job 
B&W engineers are ready to tockle in ee Fee-uenasenid ssanchbi 
in meeting soci poor 1qolreiellielal n greatly 
cdyranted bynes cheep cipelglla iia’ 
in serving the industry war needs. 


Sidtiin:thes Kowa. claimos apsaliaaanmaniee toate 
future, there is a B&W boiler for any combination of 
conditions . . . capacity, pressure, temperature, feed- 
pba bik wakedes ca suber: Whatever the 
type needed, it is built for the job, thus assuring the 
highest standards of performance, continuity of service, 
prctetaticraaetaemmete doe accent 
we Scignagey FS 
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r PEACETIME POWER... 















THE BABCOCK & WI Ox CO.* 85 LIBERTY STREET, NEW YORK 6, N. Y. 


BABCOCK & WILCOX 
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YOUR TRENCHER NEEDS 


You G Get Them 100% In 
“CLEVELANDS’ 


TRENCHER COMPAN 


Because the 7 
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i costs money to have a plumber 
repair leaking faucets and toilet 
bowls—so it’s natural for consumers 
to ignore small leaks for which they 
pay nothing. 


But when you install a system of reg- 

ular meter inspection, test and repair, 

so that your meters will register at 
1 : 

least 90% at 4% gallon per minute, the TRIDENT 


average consumer will be glad to pay WATER METERS 
a plumber to fix the leaks, rather than 


pay higher water bills. 








In this way, water waste is curbed; 
and in those cases where leaks are 
allowed to continue, additional rev- 
enue is obtained for water which 
otherwise would have gone un- 
accounted-for. Your experienced 
Trident representative will be glad Exxperienced repair-men 


to help you start a meter testing and cause its simplicity makes it 


: easier to repair. They are 
repair program. the best judges of meter 
values ... ask them. 




















NEPTUNE METER COMPANY.° 50 West 50th Street « New York 20, N. Y. 
Branch Oifices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND. ORE.. 
DENVER. DALLAS. KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters. Lid.. Long Branch, Ont., Canada 
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IN 
ONDENSERS 
or low 

ead room 


fow an unusual 








ondition was met with CONDENSERS ELLIO 


The photograph shows one side of a twin 
60,000-sq. ft. Elliott condenser which serves 
a 65,000-kw turbine-generator, first unit in 
the new Harbor Steam Plant of the City of 
Los Angeles. The picture of the model which 
was made for study before the plant was 
built shows the arrangement of the turbine- 
generator with the twin condensers on 
either side, the units being joined by a 
special exhaust connecting piece. The twin 
arrangement of the condenser was desir- 
able for several reasons, one of which was 
rigidity and low center of gravity, vital in 
designing the turbine foundations to with- 
stand possible earthquake tremors. 

The arrangement gives a low broad 


foundation to carry both turbine-generato 
and condenser and allows solid bolting « 
the condenser on its foundations instead ¢ 
spring supports, differential expansic 
being taken care of by rubber fabric e 
pansion joints between each conden 
and the connecting piece. 


Each condenser is served by a triple 
stage steam jet ejector and there are 
additional single-stage ejectors for qui 
startup purposes. 


The entire installation is typical of 
successful solution to unusual probl 
resulting from the able cooperation 
Elliott engineers. 


COMPAN 


Heat Transfer Dept., JEANNETTE, 
Plants at JEANNETTE, PA. — RIDGWAY, 
SPRINGFIELD, O.—NEWARK, N. J. 


PRELLIOTT 


STEAM TURBINES + GENERATORS » MOTORS « CONDENSERS « FEEDWATER HEATERS AND DEAERATORS « STEAM JET 
CENTRIFUGAL BLOWERS ¢ TURBOCHARGERS FOR DIESEL ENGINES » TUBE CLEANERS » STRAINERS « DESUPERHEATERS + 


DISTRICT OFFICES IN PRINCIPAL CI 











Gttilities Almanack 


Due to wartime travel restriction, conventions listed are subject to cancellation. 


{ American Water Works ore sent Western Pennsylvania Section, will hold meet- 
ing, Pittsburgh, Pa., Sept. 14, 4 














4 New England Gas Association will hold Home Service Development Conference, 
Boston, Mass., Sept. 17-21, 1945. 





SEPTEMBER + 


American Water Works Association, Michigan Section, will hold nbeshlé, Grand Rapids, 
Mich., Sept. 19, 20, 1945, 








{ Chamber of Commerce of the United States will hold board meeting, Wash- 
ington, D. C., Sept. 21, 22, 1945. 





Texas Water Conservation Association will hold annual meeting, Austin, Tex., 
Oct. 3, 4, 1945. 





American Water Works Association, Southwest Section, will hold meeting, Oct. 
16—17, 1945. 





American Water Works Association, California Section, will hold meeting, Los 
Angeles, Cal., Oct. 23, 1945. 





American Water Works Association, Wisconsin Section, will hold meeting, @ 
Milwaukee, Wis., Oct. 30, 31, 1945. 





| American Water Works oe North Carolina Section, will hold meeting, 
Charlotte, N. C., Nov. 5-7, 1945, 





American Water Works Association, Virginia Section, will convene, Roanoke, Va. 
Nov. 8, 9, 1945. 





American Water Works Association, New Jersey Section, will hold meeting, Atlantic 
City, N. J., Nov. 9, 1945. 





American Water Works Association, Wisconsin Section, will hold meeting, Mil- 
waukee, Wis., Nov. 13-15, 1945 





¥ American Water Works Association, Florida Section, will hold meeting, Nov. 15-17, 
1945. 





Chamber of Commerce of the United States fvill hold board meeting, Washington, D. C., 
. 30-Dec. 1, 1945. 








NETTE, 
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Courtesy of The Downtown Gallery 


Steam Turbine 


By Charles Sheeler 
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Precision Will-o’-the-Wisp 


An objective in regulatory and other fields which, 
in the opinion of the author, may lead to spurious 
refinements in the quest for scientific accuracy. 


By LUTHER R. NASH 


plex problems in engineering, 

economics, and other fields is a 
goal commonly sought but often not 
attained. Lack of it is commonly due 
to the fact that the basic data are 
meager, inconsistent, or erratic or dis- 
close a trend that casts suspicion upon 
averages. There may also be indirect 
or imponderable factors that defy ac- 
curate analysis. Obviously no solution 
can be more accurate than the factors 
trom which it is derived. Where sev- 
eral factors are involved, inaccuracy in 
any one may cloud the whole solution. 
Even when accuracy is possible the 
usefulness of the results may not be 
sufficient to justify the time and effort 
necessary to secure it through intri- 
Cate computations. 


ee in the solution of com- 


283 


These simple but sometimes over- 
looked facts were impressed upon the 
writer many years ago during his stu- 
dent days when he learned that the rela- 
tive effects of inaccuracies are meas- 
ured by their squares rather than their 
first powers as one might assume. This 
study of precision of measurements 
came some time after his participation 
in a laboratory test of a large recipro- 
cating engine such as was commonly 
used in those days. This test included 
the taking of indicator cards from the 
engine cylinders, with caution not to 
apply the pencils too heavily lest the 
recorded areas be distorted, planime- 
tering the barely visible areas, and 
applying certain constants to get the 
mean effective pressures. Engine 
speeds and dimensions and certain 
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other data completed the material 
needed for the required computation of 
the horsepower. The students were 
given the needed engine dimensions to 
the hundredths of an inch and were re- 
quired to use 7-place logarithms in 
their computations. 

Other than for the mean effective 
pressure, a direct factor, possible er- 
rors were very small, but this one fac- 
tor involved a substantial uncertainty, 
possibly 5 per cent or more. Therefore, 
the extreme accuracy in the other fac- 
tors and in the computations was fruit- 
less. Engine dimensions, taken with a 
yardstick to the nearest 4 inch would 
have been consistent with the other, un- 
avoidable errors and computations 
with 4-place logarithms, or a slide rule, 
if it had been available in those days, 
would have yielded results of full at- 
tainable accuracy. Other than to en- 
courage all possible care to reduce 
known errors, this test was misleading 
in that it gave a false impression of its 
over-all accuracy. 


F  gemncnere we no longer have much 
concern over reciprocating en- 
gines, we do have many problems in- 
volving inaccurate as well as accurate 
factors. If the inaccuracies are un- 
avoidable, it is futile to apply extreme 
precision to any other factors in an ef- 
fort to improve the solution. The 
proper course in any problem awaiting 
solution is to survey the accuracy of 
each of the factors and to avoid waste 
of time over refinements in certain of 
them if others cannot be brought with- 
in a comparable range of accuracy. The 
goal in any such problem is an answer 
with all possible accuracy consistent 
with the limitations of the basic mate- 
rial, and the procedure should conform 
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to such limitations. Refinements which 
yield no advantages, although they 
have the appearance of precision, may 
be not only useless but, as already in. 
dicated, may also be misleading. 

These comments and the engine test 
illustration, which has served the 
writer through the years as a red light 
against spurious refinement, are in. 
tended as an introduction to a series of 
illustrations of the actual or potential 
effects of ignoring the limitations of 
unavoidable inaccuracies. Some of 
them are general while others relate 
particularly to the field covered by the 
ForRTNIGHTLY. 

A yacht race is run over a course of 
precisely known length and the time of 
the winner taken to the $ second. But 
the speed of the winner cannot be de- 
termined with corresponding accuracy 
because wind and tide forced it away 
from a straight line. Its actual mile 
age is unknown and may not be esti- 
mated closer than 10 per cent. Split 
seconds of time and exact length of the 
course are useless for this purpose al- 
though they may be pertinent to others. 


y , Yyoseeny class of stock market op- 
erators came to the conclusion, 
based on past observations, that when 
a certain group of stocks reached a 
specified high level it was prudent to 
sell, and when it fell to a specified low 
level it was time to buy. An operator 
who still followed that rule would ig- 
nore the fact that today’s world differs 
vastly from that in which we used to 
live. The precision of the past, if such 
it was, does not necessarily or even 
probably apply to the future. More re- 
cently we have had painful experience 
with price and production controls. 
The statisticians in Washington 
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have determined that certain commod- 
ities should have designated retail 
prices based on assumed costs of raw 
material, processing, and profits but 
ignoring other related factors, not defi- 
nitely determinable, that have made the 
assumed profitable operation difficult 
or impossible and led to restriction of 
operation or diversion to other less re- 
stricted products. Again, collateral or 
indefinite factors may be more im- 
portant than exact computations in- 
volving only certain known factors. 
- the early days of World War II 
certain government agencies, con- 
cerned over the supply of power for 
war production industries, made some 
computations of the need for additional 
generating capacity which, it was 
warned, government would have to 
provide if the electric power industry 
did not proceed to do so. The steps in 
these computations were mathemat- 
ically simple. It appeared that in 1941 
the industries then engaged in war pro- 
duction used 0.6 kilowatt hour for each 
dollar of product value. It was esti- 
mated that war production was due to 
increase tenfold and it was assumed 
that a corresponding increase in power 
capacity would be required. The re- 
sulting total load was computed to be 
far in excess of available capacity. 


q 


7 


“A PROMINENT factor in market price changes ts the prospect 


of future growth in volume of 


ment restrictions on operations 


The industry did not accept these 
forecasts, pointing out that increased 
production would come to a large ex- 
tent from second- and third-shift op- 
eration of existing plants without ma- 
terial increases in power demands. 
Such operation, together with added 
interconnections and other economies, 
in fact brought about an increase in 
war production per added kilowatt of 
demand from $5,000 to $24,000, and 
the power companies handled the peak 
of war work with nearly 25 per cent 
of spare capacity. In addition to their 
own increased loads, they were also 
able to render substantial assistance to 
government hydro plants when low 
water reduced their effective capacity 
far below their rating and below con- 
tract commitments. The extent to 
which war production could be han- 
dled without proportional increase in 
capacity was not definitely known but 
an attempt at precise computations 
that ignored it was obviously mislead- 
ing and might have led to the diversion 
of many millions of dollars and vast 
quantities of material from other 


needed projects. 

re 1937 the regulatory authorities 
prescribed new utility accounting 

systems, including provisions for de- 

preciation in place of the retirement 


business and income. In the 


case of utilities, an important consideration has been govern- 


and financing and uncertain- 


ties regarding the attitude of regulatory agencies, particular- 
ly Federal commissions. A rigid control of utility income 


could lead to the diversion of 


investment funds from that 


field to others which have prospects of appreciation in market 


value and income.” 
285 
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system previously in effect. The de- 
preciation program lacked needed defi- 
niteness and a committee representing 
the commissions was appointed to 
clarify the procedure. This NARUC 
Depreciation Committee has made sev- 
eral reports, in all of which it recom- 
mended service life as the basic step, 
with reserves to accumulate until er- 
rors became apparent either in the re- 
serves or their service life basis. This 
recommendation was made in the light 
of protests from the industry that serv- 
ice life records were available for only 
a minor part of the kinds and models 
of property units now in service. It 
was shown that only about 20 per cent 
of past retirements have been due to 
physical causes the effects of which can 
be foreseen with reasonable accuracy, 
the balance being due to other causes 
the incidence of which is usually uncer- 
tain. Certain studies, including at least 
one by a state commission, have also 
shown that a typical property has only 
20 per cent of its property in classes for 
which reliable service life records are 
generally obtainable although not nec- 
essarily applicable to local conditions. 


the face of this showing of incom- 
pleteness, the recommendation by 
the NARUC committee of service life 
as the basis of all depreciation charges 
was not only continued but was sup- 
plemented by very elaborate and intri- 
cate mathematical processes for refine- 
ment or adjustment of “raw” data. 
The mathematics may have a precision 
to a minute fraction of 1 per cent 
but the records or estimates to which 
they are applied may be questionable to 
the extent of 25 per cent or more. This 
is a clear illustration of the need of ap- 
plying the test of error squares. Judg- 


AUG. 30, 1945 


ment, supported by a slide rule where 
needed, is more appropriate than 
7-place logarithms or orthogonal 
polynomials. 

Other efforts at greater precision in 
the utility regulatory field have also 
been made or proposed looking to the 
substitution of assumed facts and spe. 
cific processes for the judgment here. 
tofore exercised by the commissions in 
the performance of their duties. In cer. 
tain recent rate cases the commissions 
have sought to narrow their field of 
judgment, particularly with reference 
to rate of return, which has usually 
lacked a specific basis. The conven- 
tional procedure has given weight to 
the returns earned by other industries 
with similar risks in the same part of 
the country. In some cases the return 
has been determined as the weighted 
average of the yields demanded by in- 
vestors from the different classes of 
securities outstanding, usually bonds, 
preferred stock, and common stock. An 
allowance for retained surplus was 
sometimes made. 


F Speen specific proposal has re- 
cently been made in this direc- 
tion, involving, preferably or where 
possible, a recapitalization to conform 
to prudent investment and the fixing 
cf the exact return for each outstand- 
ing class of security. For debt and 
preferred stock with known rates, the 
requirements are definitely known but 
this is not true for common stock. 
Any contention that utilities are or can 
become riskless and stable in their op- 
erations ignores well-known facts and 
expectations. All classes of utilities 
are subject to competition, from other 
utilities, industries, automobiles, and 
other sources or kinds of service, Many 
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Rural Electric Power Service 


“> is well known that rural [electric power] service rarely pays its 
way in full where uniform rates are in effect over large areas, but 
is partly supported by other, more profitable classes. Large power rates 
often fail to yield a full return although their load adds to production ef- 
ficiency that benefits other classes. For many years residential service, 
a class supplying about five-sixths of all customers, had unprofitably low 
rates in an effort to build up a profitable volume, the results of which have 
been encouraging.” 





of them are now concerned over the 
possibility of future earnings from 
heavy investments made for war indus- 
tries or services in their support; and 
they may recall severe curtailment of 
income in the early thirties. 

Utilities are also in competition in 
the money markets for the funds of 
investors, and this competition has 
been particularly keen in recent years 
The instability of the money market is 
well known, with its many wide fluc- 
tuations based on hopes, fears, or other 
unpredictable phenomena. Within the 
past ten years there have been fluctua- 
tions in the market prices of a group of 
representative utility stocks, including 
both preferred and common, measured 
by the ratio of maximum to minimum, 
of nearly 400 per cent, and changes 
within single years varying from 122 
per cent to 203 per cent. There were, 
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of course, similar, reciprocal changes 
in yields. 


A PROMINENT factor in market price 
changes is the prospect of future 
growth in volume of business and in- 
come. In the case of utilities, an im- 
portant consideration has been govern- 
ment restrictions on operations and 
financing and uncertainties regarding 
the attitude of regulatory agencies, 
particularly Federal commissions. A 
rigid control of utility income could 
lead to the diversion of investment 
funds from that field to others which 
have prospects of appreciation in mar- 
ket value and income. Stagnation of- 
fers no attraction to the active investor 
who is not primarily concerned with 
stability of income. It is not clear that 
the proposed program gives recogni- 
tion to undistributed surplus which 
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conservative investors consider im- 
portant. In 1944 the electric and gas 
utilities reporting to SEC paid out less 
than 75 per cent of their income avail- 
able for possible dividends, a much 
larger proportion than was distributed 
by industries generally. If income ap- 
plicable to common stock was fixed at 
5 per cent, dividends would be less than 
4 per cent or the surplus margin must 
be curtailed, neither of which would oc- 
casion market appeal. 

Regimentation has another disad- 
vantage. Public utilities in the past 
have commanded the talent of alert, 
progressive leaders who envisioned op- 
portunities for continuing develop- 
ment, broadening of their activities, 
and increasing recognition of their 
own accomplishments. If such oppor- 
tunities are removed, management 
standards will undoubtedly deteriorate 
and ultimately involve only rotitine 
functions, without incentives for im- 
agination or hope of reward. Such ex- 
isting or prospective uncertainties in 
the utility field clearly indicate the need 
of flexibility and judgment in their 
regulatory treatment rather than fur- 
ther attempts at standardization and 
precision. 


iene foregoing illustrations of ris- 
applied precision have stressed 
examples in the utility field because it 
has been more subject to restrictive 
control than other industries which, in 
normal times, have based their prices 
on “what the traffic will bear.” Such 
freedom of action may not always be 
successful but it offers opportunity for 
aggressiveness and hope of unusual re- 
ward. It is the view of many utility 
executives that they also need a real 
incentive for efficient operation rather 


than being bound to such a mechanized 
procedure as has been proposed. They 
point to a steady reduction of their 
1ates over the years when other living 
costs have soared as a reason why such 
incentives should be offered instead of 
further restrictions. Such a program, 
offered in a few cases, is a matter of 
broad, impartial judgment rather than 
a rigid formula. 

In another respect, precision applied 
to the regulation of utilities, particu- 
larly electric power companies, fails to 
accomplish its full purpose if that is to 
make rates and costs conform. Even 
when total revenue agrees with total 
costs, such agreement rarely carries 
through to classes of service or indi- 
vidual customers. It is well known that 
rural service rarely pays its way in full 
where uniform rates are in effect over 
large areas, but is partly supported by 
otfer, more profitable classes. Large 
power rates often fail to yield a full re- 
turn although their load adds to pro- 
duction efficiency that benefits other 
classes. 

For many years residential serv- 
ice, a class supplying about five- 
sixths of all customers, had unprofit- 
ably low rates in an effort to build upa 
profitable volume, the results of which 
have been encouraging. 


Baerga seasons and cycles 
also occur, with delayed regula- 
tory relief or none at all. The general 
result is that very few customers pay 
the precise or perhaps even approxi- 
mate cost of their service other than by 
accident. In fact, there is no estab 
lished and really precise method of al- 
locating costs to classes of service, $0 
that the only possible approach to real 
precision is for the service as a whole, 
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and that is best with real illusions. 

We may marvel at the precision 
with which astronomers can tell us to 
the minute and small fraction of a mile 
when and where an eclipse of the sun 
will occur and its light, traveling a dis- 
tance of 92,897,416 miles at a rate of 


They are dealing with the law of gravi- 
tation and other precise phenomena. 
Human nature is not of that character 
but has its vagaries, inconsistencies, 
and ambitions. It resents the applica- 
tion of mathematics to its behavior. 
The utility industry has many human 


186,324 miles a second, will be cut off. characteristics. 





Hot Air Roof for More Load? 


HE recent report of the mayor of Baltimore’s special com- 

mittee to study plans for a new municipal stadium actually 
proposes to put a roof on such a stadium that would be sup- 
ported by ordinary air pressure. This type roof is said to have 
been investigated by the War Production Board, under whose 
sponsorship tests were carried out at New York University. If 
the Baltimore stadium plans go through, the layout would look 
something like this: 

The stadium would be circular with an inside diameter of 
900 feet. On the top wall of the stadium a concrete ring (about 
100 feet from the floor of the stadium) would be used to anchor 
a roof built of welded aluminum strips less than one-eighth of 
an inch thick. When not in use the roof would hang from the 
anchor ring, resembling an inverted dome. When the stadium 
is to be used, however, ordinary ventilating fans would be 
turned on inside the stadium. The roof would begin to rise with 
a gradually increasing reversed bulge. In about an hour, as 
the inside pressure rises, the roof would become tightly smooth, 
creating a dome higher than the highest fly a baseball player 
ever batted. 

Use of the roof would permit employment of the stadium 
during inclement weather and aid in the efficiency of night 
lighting for baseball, football, and other stadium events. There 
would be no supporting pillars or cross structures such as re- 
quired by ordinary roofs; improvement in ventilation and fire 
protection are among other features claimed for the collapsible, 
“hot air’ roof. Needless to say, regular (as compared with 
present seasonal or irregular) employment of night lighting, 
fans, and even space-heating arrangements makes the idea of 
interest to public utility services. 
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Planning for Postwar Transit 


The trackless trolley may be the solution to the prob- 

lem of traffic congestion between city outskirts and 

the shopping district—and to the benefit of power 
load. 


By JOHN A. HOWLAND 


UST prior to the outbreak of this 

war, the streets and many of the 

highways of this country had 
about attained their maximum in con- 
gestion and inefficiency. Motorists and 
others were not only subject to nu- 
merous personal dangers as a result, but 
the elements of time waste and business 
loss cried for remedy. 

Transit, while improved over the 
years, was proving itself unable to 
keep pace with growing demand, 
largely due to population centraliza- 
tion in urban communities. 

The causes for this were clearly 
understood by engineers and officials 
responsible for traffic conditions in our 
streets and highways, and for transit 
service which the public requires to get 
to and from business and pleasure. 

Basically, the chief cause was: The 
number of motor vehicles using the 
available streets and highways had 
grown to the point where congestion 
gets beyond control. 
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BP parecana that before the war, the 
average speed of vehicular and 
mass transport vehicles in congested 
areas averaged 3 miles per hour, that 
while a normal city street can carry 
3,700 passengers an hour riding in 
private automobiles only, with private 
autos and trackless trolleys, busses, or 
streetcars, 15,000 can be carried in the 
same period on the same street footage. 
Hence, most postwar correctives as 
now planned begin with the adoption 
of methods of getting more drivers to 
park in outlying centers, then finishing 
the downtown shopping or business 
trip and starting home in streetcar, 
motorbus, or trackless trolley. 


Gu C. W. Gifford, president, Des 
Moines Railway Company, and an 
outstanding expert : 

“Throughout the Midwest, due to 
population characteristics, great dis- 
tances, the convenience of the auto- 
mobile, and the desire of country people | 
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PLANNING FOR POSTWAR TRANSIT 


to come to town, there has developed in 
almost every city a centralized, highly 
concentrated, retail, trade or loop shop- 
ping district. In Des Moines, as an il- 
lustration, a community of about 
165,000 people, this condition has pro- 
duced a trade area that places that city, 
although fifty-sixth in population, 
seventeenth as a market in the United 
States according to Standard Rate and 
Data Service. 

“Traffic congestion threatens to 
stifle, if not destroy, such civic assets. 
Retailers contend that from 40 to 50 
per cent of all retail trade comes from 
people residing outside of the city 
limits. 

“If such trade is diverted from the 
business center, the whole community 
suffers. Taxes are increased due to the 
loss of heavy assessments; jobs in all 
lines become less, with a resultant loss 
of payroll and the pulling power of an 
interesting part of a city becomes less 
and less. In fact any plan that contem- 
plates keeping people out of the loop 
district will cause every individual in 
« community a pants-pocket loss in in- 
come—be he street cleaner, laborer, 
professional worker, or what have you. 

“Sensible city postwar planning 
should consider traffic regulation and 
control that actually contemplates at- 
tracting traffic into the loop district, 
then after it has been attracted, mak- 
ing sure that traffic movement is con- 
trolled in such a manner that conges- 
tion does not occur.” 


T= entire subject of future transit 

is of direct interest to the power 
companies, especially in light of the 
rapid growth of the use of the track- 
less trolley coach in many American 
and Canadian cities. The trolley coach 
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000,000 kilowatt hours. 


presents some interesting factors for 
the power load, and for the general bet- 
terment of local traffic and transit gen- 
erally in which the power company 
executive is naturally interested. 

Experiment has proved that, while 
the trackless trolley coach has many 
advantages over both bus and street- 
Car, it is mainly supplementary to them 
and provides relief on certain types of 
routes and with certain riding groups. 
In other words, it is a vitally impor- 
tant adjunct to the developments and 
improvements made in bus and street- 
car service in recent years. 

First, let us consider the advantages 
proved by tests made in a number of 
American and Canadian cities with the 
trackless trolley coach: 


a. Ability to hold its own in a traffic 
lane, thus not impeding traffic flow. 

b. Rapid but smooth acceleration 
and deceleration to promote high 
scheduled speed, thus reducing the 
necessary vehicles to maintain ade- 
quate service on the street. 

c. Ability to pull to the curb to per- 
mit following traffic to pass while the 
vehicle is unloading. 

d. Large passenger-carrying capac- 
ity. 

e. Maneuverability — to prevent 
stalled traffic. 

f. Quiet operation and freedom from 
odor or fumes. 

g. Fewer jolts and greater safety 
because easier to control by driver. 


| Sepy~ figures indicate that a total of 
2,500 additional trackless trolley 
coaches have been written in immediate 
and postwar plans of American cities. 
This would indicate an annual energy 
consumption of something over 400,- 
It is also 
pointed out that the trolley coach con- 
sumption of current was something 
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over 400,000,000 kilowatt hours in 
1944, 

Of course, it is apparent enough that 
the widespread use of motorbuses as 
mass transport vehicles has steadily de- 
creased the power load for transit in 
our cities and towns. With busses sup- 
plementing streetcars, this has been in- 
evitable so that a great many power 
companies, where trackless trolley 
coaches have not yet appeared, have 
lost a good amount of profitable rev- 
enue. 

Yet, where the trackless trolley 
has been introduced this revenue is be- 
ing rapidly restored. 


e 


Some figures recently issued are 
interesting in this connection : 

The streetcar and interurban lines of 
this country used something like 6} 
per cent of all public utilities sales ten 
years or so ago. 

This rate has steadily declined, how. 
ever, until it is nearer, at the present, 
to one per cent. 

Sixty-eight millions of dollars was 
estimated to be the entire transit load 
for the power companies eight years 
ago, while it was given as only 41,- 
000,000 in 1944. A good many leaders 
in the power field seem to feel that 
the companies would do well to meet 


The trackless trolley coach has been found superior for certain routes in cities. 
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the threat of further reduction in 
the transit load which may normally 
be expected in the near future when 
the gasoline shortage has been cor- 
rected and once more motor vehicles, 
including motorbuses, assume our 
transit load. 

A transit kilowatt hour averaged 
11.2 mills twenty years or so ago, ac- 
cording to one reliable estimate, while 
in 1944 it was 8.6 mills. It has been 
repeatedly proved in this country that 
once a city system goes over to gasoline 
mass urban transport vehicles, the 
comeback of the streetcar is a rarity. It 
is only the gas shortage and the depre- 
ciation of motor vehicles during the 


war which have made possible any spas- 
modic increases in the electric transit 
current load in some localities. 


HE power company will look upon 
the future of this transit load as 
a result of trackless trolley coach de- 
velopment in the light of possible profit- 
able revenue. It would seem to be 
sensible, however, that a vehicle which 
has proved its public popularity by 
polling, which has increased in number 
of units from 281 in 1930 to 3,569 in 
1944, is “going places.” 
Add to this the approximately 2,500 
additional trolley coaches included in 
postwar plans, and the outlook is 


Ye 
. 
eS). 


Oi tigi 
ele 


¥ ? 
ay 


Arterial highways will enable through traffic to by-pass local traffic. 
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“THE success that has attended the establishment of new 

q electric trolley coach lines in recent years is believed by transit 
authorities to foreshadow a greatly extended use of this type 

of equipment. Cities having definite plans for trolley coach 
expansion include Akron, Atlanta, Boston, Chicago, Cincin- 

nati, Cleveland, Detroit, Indianapolis, Providence, and 


Youngstown.” 


e 


promising for building up revenue in 
this field. 


ego now under consideration for 
postwar citytransportation improve- 
ment incline strongly to the use of elec- 
tric transportation. Construction of 
new rapid transit facilities is actively 
under consideration in Detroit, Boston, 
and Cleveland. Orders for nearly 800 
new electric surface cars have been 
placed during the first six months of 
this year, according to the Transit Re- 
search Corporation. Cities planning to 
modernize their electric rail systems in- 
clude Chicago, Philadelphia, Cleveland, 
Boston, St. Louis, Washington, Min- 
reapolis, Dallas, Kansas City, Louis- 
ville, and Johnstown. 


HE success that has attended the 

establishment of new electric trol- 
ley coach lines in recent years is be- 
lieved by transit authorities to fore- 
shadow a greatly extended use of this 
type of equipment. Cities having def- 
inite plans for trolley coach expansion 
include Akron, Atlanta, Boston, Chi- 
cago, Cincinnati, Cleveland, Detroit, 
Indianapolis, Providence, and Youngs- 
town. 

Figures recently released by the 
American Transit Association show 
that the electric transit lines are han- 
dling more than 60 per cent of all 
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transit riding in urban areas. Last year 
these electric lines carried a total of 13,- 
000,000,000 passengers as compared 
with 8,500,000,000 carried by motor- 
buses. There were a total of 118 electric 
railway and electric trolley coach com- 
panies serving these areas and 379 
motorbus companies. It is significant, 
however, that two-thirds of the bus 
companies were in cities of less than 
50,000 population. Of the 118 electric 
transportation companies, 45 operated 
electric trolley coaches. 

Significant in connection with the 
economic aspects of postwar city trans- 
portation planning is the fact that trol- 
ley coaches carry 18.5 passengers per 
dollar of investment as compared with 
16.8 for motorbuses and 6 for rail 
cars. 


| penderscaspstacg costs for trolley 
coaches are the lowest of any of 
the three types of transit vehicles. In 
some of the cities where they are being 
installed this type of vehicle is being 
substituted for streetcars while in other 
places they are taking the place of 
motorbuses. 

Yet, improved traffic and transit 
conditions to meet new postwar de- 
mands are not exclusively dependent 
upon mass urban vehicles. It is rea- 
soned that the more comfortable, safe, 
and speedy the streetcar, trolley coach, 
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or bus is, the more citizens will be will- 
ing to use them as much as possible, 
parking private cars meantime, which 
in turn presents the problem—park 
them where? 


I" its Highway Conference Proceed- 
ing Report, the foundation declares 
that “postwar traffic engineering prob- 
lems will include (a) more mass trans- 
port vehicle miles of travel, (b) in- 
creased emphasis on the time values of 
travel, (c) more rapid and uninter- 
rupted flow of traffic, (d) attractive, 
convenient, and more plentiful park- 
ing facilities, (e) through roads and 
streets for through traffic, and (f) re- 
duction of conflict between commercial 
and other traffic.” 


URTHER: “Performance and con- 
tinuity of off-street parking facili- 
ties can be assured only through munic- 
ipal or other public ownership, though 
such facilities may be leased or oper- 
ated by the municipality. Free parking 
must be supplied for reasonable periods 
of time, and studies of local conditions 
will determine what is reasonable in 
each instance.” 
And: “All-day parkers should park 
off street, and all-night on-street park- 
ing be regulated by the police.” 

A factor, it will be seen, is more, bet- 
ter located, largely free outlying park- 
ing space so that motorists who will 
can start and finish downtown trips in 
a mass transport: vehicle which is com- 
fortable, speedy, and safe. 
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Read Any Good Riddles Lately? 


(Answers to these “Guess Who” jingles on page 333) 


1, He'll Nail You in the End 


A handsome polite party 

And always so well dressed, 

He has a fleet of motor cars 

All cf the very best. 

He'd do the real last thing on earth 
For you or any guest, 

And yet most folks just turn away 

As if he were a pest. 


2. For Defense Only 


A pretty little fellow 

ut you don’t care where he went 
You'd like him so much better 
If he didn’t have a cent. 


3. Overtime on This One 
Who stays and watches in the horie 
In darkness or in light, 
With longish tail that slowly swings 
From right to left to right? 
Whose face reflects our every mood 
With ticks, through day and night? 


4. Flash—to Mr. and Mrs. America! 
Who lightens the old maid’s lonely hours? 
Who brightens the glamor of models from 
Powers? 
Who’s cursed by lovers from flowery bowers? 
Who just got back on our high city towers? 
Who gets less pay for working more hours? 
Who gets a big argument—and mighty few 
flowers? 
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The Appraisal of 
Utility Common Stocks 


Earnings, property values, and capitalization are important 

criteria in valuing common stocks, but, in the opinion of the 

author, the most wmportant factor is management—and he sees 

the possibility of released subsidiaries longing for the “kindly 
daddy” which watched over them. 


By ERNEST R. ABRAMS 


URING the past five and one- 

D half years, more than 10,000,- 
000 shares of operating util- 

ity common stock have been sold to the 
public, or traded to it for holding com- 
pany preferred stocks and debentures, 
for well over $275,000,000 on the basis 
of offering prices or the market values 
of the securities with which it parted. 
And, according to Securities and Ex- 
change Commission reports, registered 
holding companies still control in the 
neighborhood of 600 operating electric 
and gas subsidiaries, most of which 
they will not be permitted to retain 
under the Public Utility Act of 1935. 
In view of the magnitude of prospec- 
tive offerings of public utility equities, 
it might be well to examine some of 
the factors which the public should con- 


sider in appraising the worth of indi-_ 


vidual issues. 
Let it be said at the start of this dis- 
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cussion that no single valid yardstick 
exists for measuring the present and 
prospective worth of operating utility 
equities. There are many elements of 
value. But in the past, the public has 
given major consideration to two fac- 
tors—the ratio of earnings to the of- 
fering price and the net property value. 


' Suppose we examine them in some de- 


tail. 
More than four years ago, SEC 
Commissioner Robert E. Healy said: 


To one attempting to appraise the value 
of a (utility) equity, it would be foolish to 
deny the importance of earnings. But the 
earnings statement will not tell him all he 
needs to know. He must look at the balance 
sheet for certain information without which 
= earnings statement is almost meaning- 
ess. 


2 ys of the things which examina- 
tion of the balance sheet will dis- 
close is the relationship of the depreci- 


“ ation reserve to fixed capital as re 


corded on the utility’s books. Since 
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property will wear out or become ob- 
slete or be destroyed by floods, fire, 
or other acts of God, many utilities in 
the past have attempted to restore this 
loss in property value by charging each 
year aS an Operating expense sums 
equivalent to the losses observed by the 
operating personnel, plus a small re- 
serve against future losses. In recent 
years, however, both Federal and state 
regulatory authorities have increasing- 
ly required uniform monthly charges, 
based on its estimated useful life, to 
offset exhaustion of property value. 
And since the sums required each year 
to erase observed loss are usually low- 
er than the amounts required to amor- 
tize utility property over its average 
life, utilities employing the retirement 
method generally have lower reserves 
than those depreciating at a uniform 
annual rate. 

In recent years both state regulatory 
commissions and the SEC have re- 
quired increased depreciation charges 
where reserves represent low propor- 
tions of property accounts, and the lat- 
ter has gone so far as to warn the elec- 
tric and gas subsidiaries of registered 
holding companies that the payment of 
dividends on their common stocks may 
not be permitted if depreciation re- 
serves appear inadequate for protec- 
tion of the public. Because of these 
threatened or actual diversions of a 
larger part of revenues to depreciation 
expense, future earnings may not be on 
a par with those of the past. 


e the case of a certain New England 
utility, whose depreciation reserve 
was equivalent to but 7.5 per cent of 
its fixed capital at the close of 1940 
and which had distributed approxi- 
mately 93 per cent of available earn- 
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ings to common stockholders in the 
preceding five years, the state utility 
commission ordered the company to 
initiate depreciation accounting in place 
of the retirement method previously 
employed. So the SEC, while permit- 
ting the sale of its common stock to 
the public, warned prospective pur- 
chasers that “any material deductions 
from earnings for common stock divi- 
dends would necessarily result in a re- 
duction in dividend payments to com- 
mon stockholders.” Likewise, since the 
Pennsylvania Public Utility Commis- 
sion was requiring utilities under its 
jurisdiction to adopt a uniform sys- 
tem of accounts under which depreci- 
ation accounting was mandatory, the 
SEC, while permitting public distribu- 
tion of a small block of a certain elec- 
tric utility's common shares, again 
warned prospective buyers that “the 
company’s depreciation requirements 
may be increased under the system of 
depreciation accounting as required by 
the Uniform System of Accounts. 
Such an increase would... reduce... 
earnings.” 

A second item deserving scrutiny is 
the amount, if any, by. which the book , 
value of fixed property exceeds its 
original cost, and while this may not 
be set out in the balance sheet proper, 
it will be found in the “notes” thereto 
appended. Under the Uniform System 
of Accounts prescribed by the Federal 
Power Commission for interstate utili- 
ties, which system has been adopted i 
toto or approximate form by a major- 
ity of state commissions for applica- 
tion to intrastate utilities, the differ- 
ence between book value and original 
cost of fixed property is required to be 
segregated in special accounts for an 
implied eventual extinguishment. 
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hw extent of the threat to prospec- 
tive cammon stockholders inherent 
in this requirement depends upon the 
manner and the rapidity with which a 
particular utility is forced to extinguish 
ithis excess. The Federal Power Com- 
(mission denied Northwestern Electric 
Company the right to pay dividends on 
its common stockuntilits excess of fixed 
capital per books over original cost was 
erased. While this is the most harsh 
treatment of these excesses to come to 
the writer’s attention, the existence of 
any such excess on the books of a util- 
ity whose shares are to be sold to the 
public casts doubt on the attractiveness 
of the offering price, unless the amor- 
tization procedure has been previously 
determined and can be appraised. In 


connection with the Pennsylvania util- 
ity’s common stock distribution (al- 
ready mentioned), the SEC advised 


prospective purchasers that the excess 
of fixed capital over original cost ex- 
ceeded $12,000,000 and warned that 
“if either the Federal Power Commis- 
sion or the Pennsylvania commission 
directs this amount be amortized, it 
may have some effect on earnings and 
dividends.” 

A third balance sheet entry which 
prospective buyers of utility common 
stocks should consider is the amount 
of old financing cost and expenses 
which have never been absorbed. 


q 


e 


Again, this will be found in “Notes to 
the Balance Sheet,” rather than in the 
balance sheet itself. Until our business 
depression blighted the land a decade 
and a half ago, the electric power and 
light industry, particularly, was ex- 
panding at so rapid a pace that genera- 
tion facilities often had to be replaced 
by larger units before more than a frac- 
tion of their useful life had been ex- 
hausted. And since most of these facili- 
ties had been created with the proceeds 
of securities sold below their face value, 
the problem of how to record these dis- 
counts and expenses arose. Many utili- 
ties pursued the practice of capitalizing 
them, of setting them up as a part of 
the corporation’s assets just like the 


cost of new plants. 
Ov the decade since the Public 
Utility Act of 1935 became law, 
however, both the SEC and the state 
commissions have shown a disposition 
to ferret out these capitalized items 
and require their extinguishment. Ob- 
viously, the resurrection of these in- 
tangibles of the past for present amor- 
tization carries as much of a threat to 
prospective common stockholders as 
does the setting up of excesses of fixed 
capital over original cost for extin- 
guishment. In the West Penn Power 
common stock distribution, the SEC 
reported that the common stock had a 


“In recent years both state regulatory commissions and the 
SEC have required increased depreciation charges where re- 
serves represent low proportions of property accounts, and 


the latter has gone so far as to warn the electric and gas sub- 
sidiaries of registered holding companies that the payment 
of dividends on their common stocks may not be permitted tf 
depreciation reserves appear inadequate for protection of 


the public.” 
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book value of approximately $12.60 a 
share on a pro forma basis, but if de- 
ferred charges comprised of unamor- 
tized debt discount and expense, re- 
demption premium and expense on 
preferred stock, and other miscellane- 
ous charges were deducted, the book 
value would drop to around $10 per 
share. 

A fourth balance sheet item prospec- 
tive buyers of utility equities should 
ponder is the ratio of funded debt.to. 
total capitalization. In November, 
1939, Consumers Power Company 
sought SEC approval of the sale of 
$28,594,000 bonds to the public and 
125,000 common shares to its paren- 
tal holding company, to refund $18,- 
594,000 bonds of higher rate and to 
provide funds for additions to prop- 
erty. But the SEC denied permission 
for the sale of more than enough bonds 
to retire those sought to be refunded 
on the grounds that Consumers’ 
funded debt would otherwise comprise 
too great a proportion of total capitali- 
zation. It suggested, instead of the sale 
of a larger amount of bonds, that com- 
mon stock be sold to the public to se- 
cure whatever additional funds were 
needed for expansion purposes. 


B” not even straight refunding 
operations, which did not increase 
the funded debt or its ratio to total 
capital and surplus, have always been 
permitted. In effect, the SEC an- 
nounced in its El] Paso Electric Com- 
pany decision of February, 1941, that 
if the existing ratio of funded debt to 
total capitalization appears excessive, 
some scaling down of debt will be re- 
quired. This regulatory policy of ex- 
panding utility equities while restric- 
ting their borrowing capacities carries 
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some measure of threat to prospective 
common stock buyers. For one thing, , 
the cost of comon stock money to top- 
flight electric and gas utilities today is 
roughly twice that of bond money, and 
runs more nearly three times for utili-| 
ties of medium grade. For another, 
bond interest is a prior charge to Fed- 
eral taxes, while the common stock- 
holder can be paid only after the tax 
collector gets his. Accordingly, if fur- 
ther common stock must be sold to pro- 
vide expansion capital or to assist in 
debt retirement, the old common stock- 
holder may find his slice of the earn- 
ings’ pie substantially smaller. 

The foregoing, while not a direct 
discussion of the ratio of earnings 
available for distribution to the offer- 
ing price of a public utility common 
stock, does have a profound bearing 
on it, since some of the major influ- 
ences that can upset a times-earnings 
apple cart have been stressed. In a way, 
it has been necessary since, through 
some perverse streak of human nature, 
the public never seems to admit to a 
mistake. If the stock it buys enhances 
in value, then it has been smart—it has 
demonstrated great foresight and 
sound judgment. But if the stuff goes 
down, it always has been gypped— 
either by the broker who sold the stock 
or the corporation that issued it. The 
only protection for an issuer of equity 
shares seems to be building a defense 
through an even more elaborate and 
detailed disclosure of all material facts, 
and of all possible circumstances that 
might have some influence on the fu- 
ture worth of the stock, than the SEC 
requires. 


| grurcepund value, the other of the fac- 
tors to which investors have given 
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Vulnerability of Operating Subsidiaries to Attack 


oe ees of operating subsidiaries from holding company 
control will . . . increase the vulnerability of the former to po- 
litical attack, public ownership raids, and overzealous regulation. When 
individual subsidiaries were threatened with unreasonable regulation in 
the past, or when political raids were made upon their service areas, the 
massed talents of the holding company’s experts usually were sufficiently 
powerful, when placed at the command of an operating unit, to protect it 
from serious injury.” 





major consideration in the purchase of 
utility equities in the past, has of neces- 
sity been discussed rather fully during 
the inquiry into circumstances that 
might affect earnings. But there is one 
phase of property value that has re- 
ceived too little attention from the pub- 
lic. Of and by itself, property has no 
yalue. It is wholly inert and only when 
it is dévoted to productive ends, or is 
~ capable of being devoted to those ends, 
and can produce a profit, does it acquire 
value. 

Driving through western Arkansas 
some twenty years ago, the writer 
came upon a 4-story sandstone build- 
ing, some 200 feet square, standing 
in the middle of a cotton patch. Except 
that kids had shied rocks through its 
windowpanes, it was as sound as when 
it was constructed fifty years earlier. 
It seems the building was erected and 
occupied, some seventy years ago, by a 
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corporation engaged in financing and 
marketing the cotton crops of sur- 
rounding planters, and in supplying 
their need of things they did not pro- 
duce on the cuff until the crop was 
made. But when the railroads came 
through and missed this store by 25 
miles in every direction, the entire en- 
terprise—the business and the build- 
ing—became worthless. Yet, repro- 
duction value was there in great gobs. 

This abandoned Arkansas building 
has been cited to illustrate one sound 
economic fact: It is the satisfaction of 
a public demand, the fulfilment of a 
public need, the rendering of a vital 
service, that gives value to property. 
In any successful undertaking, it is 
management that spells the difference 
between solvency and bankruptcy, be- 
tween success and failure, between 
profits and losses; and for that reason 
it is management that deserves the 
i cy 
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most careful scrutiny of prospective in- 
vestors in common stocks, even more 
so than earnings’ ratios or property 
values. 


A all of us recognize, the character 
of public utility management— 
particularly that of electric and gas 
utilities—has changed materially dur- 
ing the past third of a century. As late 
as 1910, many important operating 
units throughout the country were 
managed by their principal owners, or 
at least by those with a substantial stake 
in the enterprise, and these managers 
had an incentive for continued im- 
provement of service and regard for 
the good will of their customer-neigh- 
bors. But after control of these inde- 
pendent operations passed to holding 
companies, and their former owner- 
managers had retired or moved on to 
holding company headquarters, local 
operations were entrusted largely to 
salaried officials with little or no finan- 
cial interest in the enterprises under 
their direction. 

Not that the quality of service suf- 
fered or that rates were kept at fantas- 
tic levels, but a vital element, previous- 
ly supplied by the original owners, was 
lacking. Perhaps a story will illustrate. 
As it runs, a certain holding company 
representative asked one of the Dawes 
brothers why, some forty years ago, 
they had such good public relations at 
Texarkana, while the holding com- 
panies’ properties in Texas were having 
a constant fight with the cash custom- 
ers. “When we want a man for our 
Texas properties,” one of the Dawes 
boys is reputed to have said, “we go 
over to a western college and hire some 
rough, tough, tobacco-chewing cuss. 
But when you want one, you go to some 
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eastern high-brow institution and hire 
some honor student with a broad ‘A.’ 
You bring him out here with spats on, 
flunk him down in a western com- 
munity where the folks have a hard 
time even understanding him when he 
sees fit to talk to them. Then you won- 


der why you’re misunderstood. Don’t 


forget one of George Ade’s fables, the 
moral to which was ‘Behind every suc- 
cessful high-brow is a roughneck.’ ” 


l, eo metropolitan utilities 
like Boston Edison, Common- 
wealth Edison, Consolidated Edison of 
New York, Consolidated Gas of Bal- 
timore, Detroit Edison, Pacific Gas and 
Electric, Peoples Gas Light & Coke, 
Public Service of New Jersey, and 
Southern California Edison have al- 
ways maintained large staffs of experts 
which, supplemented on occasion by 
independent experts, could solve all their 
complex operating and engineering 
problems as skillfully as did the service 
organizations of holding companies, 
the smaller independent systems, par- 
ticularly those serving economically 
thin areas, could not afford to main- 
tain adequate staffs or to engage inde- 
pendent skills as often as occasion 
dictated. As a result many of them 
were faced with consumer dissatisfac- 
tion over the level of rates and the 
quality of service. And this was a set 
of conditions with which holding com- 
panies, with their adequate staffs of 
experts and their wide acquaintance 
with operating problems of every char- 
acter and in all sections of the land, 
could easily cope. 

But all of this is to be changed. In 
fact, it has already been changed in so 
many cases that a pattern has been 
etched. Through the SEC’s legalistic 
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interpretation of the Public Utility Act 
of 1935, the great majority of electric 
and gas subsidiaries must be released 
from holding company control and 
converted into independent operations, 
and, as has occurred in practically every 
instance where operating companies 
have been freed from parental control, 
existing managements have remained 
in the saddle. 

So long as control was vested in 
holding companies, not only were sub- 
sidiary managements subject to dis- 
missal by holding company executives, 
intimately acquainted with utility op- 
erations and trained in the solution of 
their problems, but these same execu- 
tives held the power to initiate or veto 
cperating and construction plans or 
policies. But once voting control is dis- 
tributed thinly among investors with 
little understanding of the technical 
problems involved and ill equipped to 
pass judgment upon them, and with in- 
vestors primarily interested in an un- 
interrupted flow of the largest possible 
dividends, existing managements will 
tend to perpetuate themselves through 
control of the proxy machinery, at least 
until disastrous blunders cause their 
down fall. 


UT more important is the divorce 
of these operating units from 


the service organizations heretofore , 
assisting in the solution of their prob-’ 


e 


lems. As an example, the SEC re- 
quired as a condition of approval of 
the sale by Electric Power & Lighi 
Corporation to the public of the com- 
mon stock of Idaho Power Company 
that the continuing contract between 
Idaho Power and Ebasco Services, In- 
corporated, be canceled, although 
Idaho was still free to engage Ebasco 
as an independent, unaffiliated organi- 
zation, provided its fees were no 
higher than those of comparable inde- 
pendent engineering or service insti- 
tutions. 

With no reflection on the worth or 
ability of independent skills, the fact 
remains that their primary contribu- 
tion to operating utilities will be the 
solution of specific problems and not 
the continuing daily interest which 
parental service organizations have 
taken in holding company subsidiaries 
in the past. The service groups have 
served constantly as clearing houses for 
information on every type of operating 
experience ;the more far-flung the hold- 
ig company system the more valuable 
was this information to individual op- 
erating companies. In daily reports, 
cften over long distance by the sub- 
sidiaries’ sponsors, these operating 
units learned of problems arising in 
every section of the land and the meth- 
ods employed in their solution. But 
once relationships between operating 
systems and holding company service 


few utilities have had difficulty in engaging all the capital 


q “... owing to the redundancy of funds seeking employment, 


they require for expansion or refunding purposes during the 
past decade. But when our security markets become stormy 
and the cost of money starts to rise... independent systems 
may find difficulty in hiring money at the wages to which they 
have become accustomed.” 
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organizations are dissolved, this ex- 
change of information and experiences 
will be at an end. 

Divorcement of operating subsid- 
jaries from holding company control 
will, moreover, increase the vulner- 
ability of the former to political attack, 
public ownership raids, and overzeal- 
ous regulation. When individual sub- 
sidiaries were threatened with unrea- 
sonable regulation in the past, or when 
political raids were made upon their 
service areas, the massed talents of the 
holding company’s experts usually 
were sufficiently powerful, when placed 
at the command of an operating unit, 
to protect it from serious injury. But 
once that concentration of ability is no 
longer available to emancipated operat- 
ing systems and their ownerships are 
scattered widely and thinly among un- 
sophisticated investors, no effective de- 
fense against political “blitzkriegs” 
appears possible. 


|, quis: phase of management de- 
serves consideration. Many op- 
erating electric utilities, due to favor- 
able water or fuel supplies, have always 
produced surpluses of power for sale 
to other systems, while less favorably 
situated companies have been distribu- 
tors of purchased energy. And when 
both types of utilities have been under 
the common ownership of a holding 
company, and their service areas were 
within economical transmission range, 
the power supply arrangements be- 
tween them have not always been the 
result of arm’s-length bargaining. But 
once there is no relationship between 
utilities of both types, once they are in- 
dependent .units without the same 
owner, pencils are likely to be sharp- 
ened and power sales-and-purchase 
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contracts rewritten with subsequent 
effect on operating costs and earnings. 
And when the subsidiaries of holding 
companies become orphans and can no 
longer enjoy the benefits of mass pur- 
chases of material, equipment, and sup- 
plies, earnings may likewise be ad- 
versely affected. 


a, owing to the redundancy _ 
of funds seeking employment, few 
utilities have had difficulty in engaging 
all the capital they require for expan- 
sion or refunding purposes during the 
past decade. But when our security 
markets become stormy and the cost of 
money starts to rise—as eventually it 
will, if the writer’s philosophy ex- 
pressed in a previous FoRTNIGHTLY 
article is sound—independent systems 
may find difficulty in hiring money at 
the wages to which they have become 
accustomed. Due to their low rate of 
capital turn over, electric and gas utili- 
ties dare not accumulate reserves of 
borrowed capital, even during periods 
of cheap money, against the day they 
may need it. But holding companies, 
with their varied sources of income 
and their freedom from rate regula- 
tion, can accumulate stores of cash for 
the temporary relief of their subsid- 
iaries until market conditions become 
more favorable to financing. The time 
will come when many emancipated 
holding company operating subsid- 
iaries will long for the day when a 
kindly daddy stood ready to advance 
funds on open account. 
It never was intended that this | 

should be a defense of the holding com- | 

pany device and, properly read, it is | 
not. Its purpose is, rather, to point 
out some of the reasons why manage- 
ment is so important to the success of 
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operating utilities — to the earning most important factor in the appraisal 
power of enterprises which once were of utility equities is management. In 
proclaimed “foolproof.” Accordingly, the last analysis, it is not property but 
while prospective investors should not “ management that produces the balance 
ignore past, present, and future earn- of earnings from which dividends on 
ings, or property values, by far the common stocks can be paid. 








A Kilowatt Can’t Vote 
“T= same people who cry out against the pennies the 


electric industry spends in behalf of private owner- 
ship are silent when it comes to the dollars of the workingman’s 
money that labor unions pour out for political and promo- 
tional purposes. The unions are monopolistic big businesses. 
But unlike other businesses they are totally unregulated and 
untaxed. It is impossible to get a job in any major industry 
without joining a union. The worker pays the dues and assess- 
ments omeded of him—or else. He does not know how his 
money is spent, beyond what the union bosses wish to tell him. 


“A news reporter recently termed one of the major unions 
a wizard of public relations. Speaking of its future plans and 
present activities, he added: ‘It will talk to you out of your 
phonograph, or your radio. It is dispensing more than 3,000 
pamphlets daily to “influencers of public opinion.” It sponsors 
72 “Union hall films” to catch the eyes of movie goers. Its 
weekly newspaper circulates to about half a million souls, 
and has newsstand ambitions. By smart tactics [it] argues its 
case from every vantage point in America. And it is reaching, 
too, the soldiers overseas, from Germany to Iwo Jima.’ 

“The unions have every right to present their case. So should 
the electric esnnanien- tee a kilowatt can’t vote. Perhaps this 
is why the electric industry is singled out for attack when it 
seeks no more than the privilege of continued existence as a 
business-managed, publicly regulated, tax-paying enterprise.” 

—EDpITORIAL STATEMENT, 
Industrial News Review. 
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A Plea for More Real Service 


It may be the customer’s fault that a fuse is blown 

and equipment repairs may be his responsibility, but 

the author sees a chance to build good will by extra 
service—perhaps so-called “frills.” 


By EDWIN FLEISCHMANN 
CONSULTING ENGINEER, GILBERT ASSOCIATES, INC. 


[ has often been said that electric 


utilities sell a product which no 
one can see or touch. So people do 
not understand the business. Its very 
mystery is an obstacle to clear thinking 
about it by outsiders. This is a plea for 
an extra effort to volunteer services 
which the customer will notice, and by 
which he will be actively helped. 
Utilities have long prided themselves 
on, and have constantly tried to im- 
prove, the continuity and the quality of 
their service. Technical advances in 
transmission and distribution appara- 
tus and increased flexibility and relia- 
bility of generating machinery have 
played an important part in building up 
the sort of service which Americans ex- 


Enrror’s Nore: While this article deals with 
service by electric light utilities it is not in- 
tended to plug electric utility service, as such. 

the contrary, it is simply an attempt to ex- 
ound a guiding principle of service responsi- 
lity which might be of equal value to gas 
utilities and, for that matter, any other kind of 
utility, such as communication or transporta- 
tion service. 
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pect and, in most instances, take for 
granted. But the operating staffs of the 
utilities are responsible for the plan- 
ning, as well as the organization of the 
work which keeps the wheels turning. 


HE postwar world may make it 
more important than ever to 
guard against a tendency to depart- 
mentalize activities. Integration of all 
of a utility’s activities around the single 
idea of encouraging all uses of electric- 
ity and holding the growth of load so 
obtained will be needed. Good service, 
in this view, becomes an end in itself. 
Much of what is said here is not 
new. The problem was present before 
hostilities began. It will be emphasized 
after VJ-Day many times over. It con- 
cerns two operating problems, and is a 
plea to operating men to consider them 
from the viewpoint of the customer, 
rather than as abstract questions of sta- 

tistics or operating expenses. - 
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A New and Broadening Responsibility 
8 Sow spread of complete home elec- 

trification, which, since peace 
has come, may assume astounding pro- 
portions, has for years been promoted 
by the utilities. It is now about to be 
taken up aggressively by the manufac- 
turers of major appliances. The more 
numerous and the more varied are the 
appliances in the home, the more im- 
portant is it to give a type of service 
which will not in itself give the custom- 
er any cause for complaint. 

When the electric utility industry 
started, lighting was the only load. Peo- 
ple so far mistrusted the ability of these 
new-fangled gadgets to keep running 
during all the hours of darkness that 
the gas jets were left installed. Be- 
cause no one used electricity then for 
anything but lighting, and because the 
sun did the trick during the day, there 
was plenty of time for the maintenance 
crews to put things in shape before 
nightfall, in time for lighting. 


| ree in our history, people began 
to use electric irons. Some systems 
had ironing peaks on Tuesday morn- 
ing. The general practice of ironing on 
Tuesday and washing on Monday 
made it important that the electricity 
be there for use on those days. It was 
evident from the load characteristics 
that not much ironing was done on 
other days of the week. For that one 
purpose, Tuesday was the day when 
the service had to be perfect. As the 
saturation increased to the present 
value of about 100 per cent, other loads 
increased too, so the importance of 
ironing as a separate operation de- 
creased relative to the total load. But 
the addition of the ironing load made it 
necessary to skip repairs on Tuesdays. 
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And so, when industrial loads grew, 
the time for scheduled maintenance 
grew shorter, and the need for con- 
tinuity became greater. But, of course, 
the quality and reliability of equipment 
improved, too. There is still a need for 
many utilities to reéxamine system op- 
erating practices to see whether they 
have not beer devised solely from the 
point of view of best and most eco- 
nomical operating practice, rather than 
with an eye to the interest of the cus- 
tomer and of the company in promot- 
ing the spread of complete electrifica- 
tion as part of its service. Most sys- 
tems have had to emphasize attention 
to this problem on industrial and com- 
mercial feeders and substations. In res- 
idential areas, however, especially in 
larger metropolitan communities, there 
has sometimes been a lack of apprecia- 
tion of its importance. 

The growth of saturation of refrig- 
erators, water heaters, and ranges 
poses new problems for utility system 
engineers, if the industry is to make 
sure that this load expands healthily ir 
the future, and that the electric service 
which powers these devices gives the 
customer no cause to make unfavorable 
comparisons with other fuels. 


ly most localities the competition 
against which these major appli- 
ances must be sold is gas. Interrup- 
tions to gas service are rare, indeed. 
And, in the minds of most customers, 
especially where the cost of electric op- 
eration is somewhat higher than gas, 
only moderate allowance will be made 
for the advantages of electricity. 
Electric refrigerators, even if they 
are being opened and closed frequently, 
will stay cold for a number of hours 
when the electric supply is interrupted. 
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However, the low-voltage release on 
the compressor often drops out when 
the current goes off, and, if no one hap- 
pens to notice it, the box is not restarted 
when service comes on again. 

Water heaters present another diffi- 
cult situation. If the current is off for 
eny considerable time in a neighbor- 
hood where there are a number of water 
heaters, transformer fuses may easily 
te blown when the supply is reés- 
tablished, since all of the heater ther- 
mostats will be calling for heat. Be- 
cause of the serious peaks at the end of 
an off-peak period some utilities have 
discontinued the time-clock control of 
limited-hour water heaters. Storm out- 
ages have sometimes given a taste of 
such serious situations and have taxed 
the abilities of the available distribu- 
tion crews to restore service to areas 
with heavy water heater saturation. 

Furthermore, it should be remem- 
bered that electricity is essentially a 
slow-recovery method of heating wa- 
ter. If, as is often the case in modern 
practice, heating units are of moderate 
size, and tanks are not very large, every 
moment of recovery time is needed 
after a heavy draw of hot water to get 
the tank back up to temperature. An 
interruption of any duration may im- 
pair the ability of the tank to supply 
adequate hot water for some time after 
the current comes on again. 


With large tanks in general use, the 
problem is not quite so critical. The 
volume of stored hot water will carry 
over brief interruptions without se- 
rious consequences. 


OQ’ all major appliances, electric 

ranges are, perhaps, the most ad- 
versely affected by lack of complete 
continuity of service. The cooking op- 
eration, being part of what has been 
called the way to a man’s heart, is a 
sensitive one. Careful temperature con- 
trol of electric ovens gives superior re- 
sults. But a brief interruption, when 
there is a cake in the oven, can ruin the 
cake, the housewife’s temper, her hus- 
band’s dinner, and many sales of new 
ranges in the neighborhood. While the 
tolerance varies with different types of 
ranges and various recipes, it is gen- 
erally true that an outage of more than 
five minutes may ruin a cake or a batch 
of bread or muffins ; spoil the timing in 
the cooking of a roast, or even the boil- 
ing of eggs. 

Of course, the ultimate in need for 
continuity of service is the electric 
clock. It is probably not possible to 
keep clocks running sixty minutes of 
every one of the 8,760 hours each year. 
But many systems have in recent years 
realized that system timing was of im- 
portance, and have gone to some trou- 
ble to maintain it, or to keep average 


e 


peace has come, may assume astounding proportions, has 


q “THE spread of complete home electrification, which, since 


for years been promoted by the utilities. It is now about to 


be taken up aggressively by the manufacturers of major ap- 
pliances. The more numerous and the more varied are the 
appliances in the home, the more important is it to give a 
type of service which will not in itself give the customer any 
cause for complaint.” 
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time, even at the expense of some op- 
erating efficiency. 

While all that has heretofore been 
said about continuity applies most 
forcefully where saturations of the ap- 
pliances are high, it is especially com- 
mended to the attention of utility ex- 
ecutives who are trying to develop and 
improve low saturation. Stories of dis- 
satisfaction caused by interruptions, 
mechanical or electrical failures, or 
other reasons spread much more rap- 
idly than accounts of complete satis- 
faction with the use of the same appli- 
ances, 

The presence of high saturation of 
these appliances on the lines gives the 
industry a new opportunity and im- 
poses upon it an important responsibil- 
ity for more exacting and skillful plan- 
ning and operation for the residential 
load than it has had in the past. 


An Opportunity 


sage ye show that a vast major- 
ity of the residential outages are 


the customer’s own fault. He has 
blown a branch fuse, we say; it is his 
fuse; he should fix it himself. 

For a number of years past, man- 
power shortages and rising costs of op- 
eration have suggested the elimination 
of many of what some operating men 
called “frills.” Thus, operating ex- 
penses were saved; and that is always 
important. 

But let’s look at the customer. Pub- 
lic opinion surveys have repeatedly in- 
dicated, even in the height of the pub- 
lic ownership campaigns of the past 
decade, that the ordinary customer in 
many cases didn’t know who supplied 
him with electricity, and, what’s more, 
didn’t much care. True, many utility 
people took great unction to their souls 
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from this. It shows, they reasoned, 
that our service is so good that no one 
gives it a thought. But that was an 
ostrich-like attitude. These customers 
didn’t know the company and hadn't 
been impressed by any contacts they 
had had with it. Their only contact had 
been one a month which involved a 
basically unpleasant operation — an 
outgo of money to pay their bill. It is 
submitted that if such an attitude ex- 
ists, a substantial public support can 
best be gained by giving extra service 
in ways which are readily noticed and 
appreciated by a great many customers. 


ae example, consider the customer 
whose service has gone off while he 
is trying to listen to Charlie McCarthy, 
or the Philharmonic Symphony or- 
chestra, or Captain Midnight. He may 
be a fair-minded individual, but he is 
not happy about his electric service at 
that point. 

Many of us, engineers in the utility 
business, have asked ourselves in the 
past few years why we should bother 
with this customer. His wife blew out 
2 branch fuse with the iron while he 
was listening to the radio. He should 
know how to fix it himself. We'll send 
someone to show him how once, or 
maybe twice; after that, he’ll have to 
wait, if he calls us, or else pay a dollar 
or so for the call, or both. That will 
save us money and servicemen and au- 
tomobiles, etc., etc. 

All very true. But let’s return to our 
friend by his radio. His wife has called 
in from the kitchen to tell him that 
something is wrong with the electric- 
ity. As if he didn’t know! So he has 
laid down his newspaper, which he 
can’t read anyway, and either called the 
electric company or tried to fix it him- 





A PLEA FOR MORE REAL SERVICE 








Farm Electrification 


66 Phar electrification is and has been an important tenet of national 

policy. Farmers are going to insist on city-type service in the fu- 

ture, because they will have appliances both for the farm home and for 

the business of farming. In that sense, they will deserve as much con- 
sideration as the customer in town.” 





self. He may be perfectly willing to 
grope around the house for a flashlight, 
stumble down the cellar stairs and re- 
place the fuse, if he has a new one, and 
knows how. But in his frame of mind, 
having the quiet of his evening dis- 
turbed by this sort of thing, he is in 
no mood for experiments. 

Let us suppose he calls up, and is 
told that someone will be right out ; and 
then suppose someone does arrive in 
ten or fifteen minutes to fix the fuse and 
the iron cord. What then? Experi- 
ence shows that, while many customers 
may take such service for granted, 
many others appreciate it and remem- 
ber it and tell their friends about it. 
The utility has done something real and 
active to serve them — something they 
can see and experience. And they like 
It. 

This sort of service costs money. But 
there will be men available for the job 
after the war. If it could be measured 
in terms of money, the dollars so spent 
will produce more real solid good will 
toward utilities than all the talking 
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about it in the world. Actions speak 
louder than words. 


Some Suggested Remedies 


T’ is not to be implied from the fore- 
going that most utilities are not 
now rendering good service and trying 
te improve it. They are; and many of 
them are giving consideration to large 
expenditures on network or banking 
arrangements on their distribution sys- 
tems. These will still further minimize 
domestic customer outages both in fre- 
quency and duration. 

Many operating departments are re- 
fining their methods of recording and 
controlling customer outages. A re- 
cent article’ outlined such a plan which 
is being used in St. Louis. But such 
over-all statistics, while useful, give 
only part of the story. They might well 
be subdivided to show service reliabil- 
ity on feeders with varying saturations 
of those important major appliances 
wality of 


Iteryahn, 
945, page 94. 
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which are most sensitive to interrup- 
tions and on others where new types of 
appliances are being used. The de- 
mands for continuous service are like- 
ly to become more severe as and if fast- 
freezers, household air conditioning, 
and reversed-refrigeration house heat- 
ing become popular. 


oo, of course, new load re- 
quires more equipment to carry it. 
The planning for the future, however, 
should not stop with the installation of 
new, adequate, and more reliable ap- 
paratus. Even routine inspections and 
maintenance in residence districts will 
have to be more carefully scheduled 
and necessary outages prearranged 
with customers. This may be difficult, 
but the returns in good will, if it is 
carefully done, will more than justify 
the trouble. 

There is need for setting up definite 
procedures to record and analyze the 
causes of known outages which are 
due to customers’ own appliances or 
wiring or fuses. To gauge the effect of 
2 liberal repair and fuse replacement 
policy, the management must know 
more about these interruptions and 
how long it takes to reéstablish service. 
The elapsed time from the customer’s 
telephone call until someone arrives at 
the house to start correcting the trou- 


ble is the important figure from a public 
relations standpoint. Cost and eff- 
ciency considerations indicate the de- 
sirability of knowing how long the job 
took after the man arrived; and fu- 
ture planning might find useful a note 
about what was found and what was 
done. 


M’= attention must be given to 
rural districts, too. Farm elec- 
trification is and has been an important 
tenet of national policy. Farmers are 
going to insist on city-type service in 
the future, because they will have ap- 
pliances both for the farm home and 
for the business of farming. In that 
sense, they will deserve as much con- 
sideration as the customer in town. 

Weigh against the cost of a service 
activity, like fuse replacement or appli- 
ance repairs, the positive good to be 
gained from volunteering such help to 
customers who naturally look to the 
utility for it. People will be all the 
more favorably impressed if they do 
not expect it. Americans like extra 
service. 

Many businesses have been built 
up and now thrive solely on the fact 
that they have given extra service. 
Utility organizations can excel in this 
sort of planning. Service is a major 
part of their product. 





Having a Wonderful Time 


6é A CONSIDERABLE amount of fiction has crept into the promotional 

oratory of the proponents of these flood-control, electric power, 
and irrigation projects. They all claim that their dams will be all things 
to all men. Local chambers of commerce are, as a we captivated by 


magnificent dreams of the future development of great in 


ustrial centers, 


cheap electric power, a resort lake with fishing, hunting, boating, and 
recreation, plus the expenditure of several million dollars for construc- 


tion in their region.” 


ARL 


icf” N. Dartine, 
Former chief, Biological Survey, U. S. 
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Government Utility 
Happenings 


TS impact of the release of atomic 
energy on proposed public power 
projects had already commanded some 
attention before the recent and sudden 
end of the conflict with Japan. The New 
York Times of August 8th, in an article 
discussing the possible effect of applying 
atomic energy to the generation of elec- 
tricity, quoted “one representative of the 
electric companies” as asking, “What’s 
the use of the government embarking on 
further expensive hydroelectric projects 
when the future of power production is 
about to be revolutionized?” The refer- 
ence was to bills pending in Congress for 
appropriations to finance the Missouri 
Valley Authority, Columbia Valley Au- 
thority, and similar Federal hydroelec- 
tric projects. 

The weekly Washington news letter, 
PUR Executive Information Service, in 
a dispatch dated August 10th, stated as 
follows : 


Proponents of public power projects are 
fearful that the atomic bomb may have hit 
something else beside Hiroshima. They are 
fearful that the effect on Congress may be 
to make it stop, look, and listen, before ap- 
propriating additional vast sums for colossal 
investments in monolithic hydro structures 
which, conceivably, a few years hence, might 
become as useless as the Pyramids and a 
monument to congressional lack of foresight. 
The obvious tack for such proponents will 
be to shift emphasis to other phases of 
“multipurpose” projects. This would put the 
accent on navigation, flood control, irriga- 
tion, etc., just as these angles were stressed 
for legal purposes a few years ago when the 
constitutionality of such Federal ventures 
was in question. Emphasis can also be ex- 
pected to be placed, by proponents of such 
projects as the Missouri Valley Authority 
(MVA), on the indefinite time element and 
general uncertainty of scientific research that 
will reduce atomic power to a practical 
source of fuel for industrial energy. 
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i ey Washington utility letter went 
on to point to three “vulnerable 
spots” in public power plans which might 
be affected by any early demonstration 
of a practical means for applying and 
controlling atomic energy to the genera- 
tion of electricity. These were said to be: 
(1) the relatively large investment al- 
located to a power-generating process 
which might become obsolete almost 
overnight ; (2) the long period of amor- 
tization for such hydroelectric invest- 
ment based on life expectancy of struc- 
tures normally in excess of fifty years; 
(3) the relatively low cost of alternative 
means for obtaining flood control, etc., 
if the hydro generation feature were ex- 
cluded. For example, the Tennessee Val- 
ley Authority has so far cost nearly three- 
quarter billion as a multipurpose project. 
But if flood protection alone on the Ten- 
nessee river were desired, early Army 
Engineers’ estimates on the basis of 
levees and revetments were in the neigh- 
borhood of less than $100,000,000. A 
similar low cost for navigation improve- 
ment, if made entirely on its own, was 
indicated (with considerable doubt as to 
whether full navigation improvement 
might ever be worth the cost). Obvious- 
ly, if all the arguments for hydro genera- 
tion were suddenly tossed out by the sud- 
den appearance of a direct, cheap, abun- 
dant source of energy which would not 
waste natural resources, multipurpose 
projects in the future would be more 
difficult to justify than in the past. 

Cost of atomic fission is, of course, the 
real question mark after the veil of mili- 
tary secrecy has been lifted to permit re- 
search development in order to obtain 
practical control of atomic energy for in- 
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dustrial use. The PUR Executive In- 

formation Service stated on this point: 
... Uranium, which is processed from pitch- 
blende ores found chiefly in Canada and the 
Congo, and carnotite deposits of the Ameri- 
can Rockies and Australia, is not too abun- 
dant for universal use. Technicians were in- 
trigued, however, this week by Secretary of 
War Stimson’s statement that a method for 
controlling heat released from the atom of 
another element (than uranium) had already 
been discovered by government atomic re- 
search experts, but that the temperature ob- 
tained, so far, was too low for commercial 
value. There was speculation that Stimson 
might be referring to thorium (found in 
Brazil, the Carolinas, Idaho, Australia, and 
Malay). Other elements, including precious 
radium and ordinary bismuth, are listed by 
experts as likely candidates for atomic fis- 
sion, now that uranium atoms have been re- 
leased. 

ey + £ 


B’ a vote of 2,342 to 52, landowners 
in the Columbia Basin Irrigation 
District have approved contracts for re- 
payment to the Federal government of 
part of the cost of irrigating a million 
acres of land to be supplied with water 
from the Grand Coulee reservoir and 
power project. Directly following this 
vote, Acting Secretary of the Interior 
Abe Fortas announced publication of the 
key report of the Columbia Basin Joint 
Investigations Committee. This report, 
“Types of Farming,” is one of a series 
prepared as an aid to the development 
and settlement of the huge project, the 
postwar development of which, Acting 
Secretary Fortas stated, will contribute 
$46,000,000 annually to the agricultural 
income of the state of Washington. Fif- 
teen thousand irrigated farms are to be 
provided and thousands of jobs are an- 
ticipated for demobilized servicemen, 
war workers, and others. 

Installation of three new generators 
(108,000 kilowatts each) at Grand 
Coulee dam has been authorized by the 
War Production Board. Construction, 
for which funds have already been ap- 
propriated by Congress, was scheduled to 
begin at once. Completion of the job is 
expected to take about three years. 

Leland Olds, vice chairman of the 
Federal Power Commission, in a recent 
talk to Portland (Oregon) City Club 
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members, strongly urged the valley or 
regional authority principle for river 
basin developments. He visioned this as 
“not socialism, but democracy, a mighty 
system founded on private enterprise,” 
which “must be rooted in the communi- 
ties where neighbors are responsible to 
each other.” He averred that this is the 
only way we can “conserve the great ob- 
ject of democracy, the individual per- 
sonality.” 


* * * * 


i bill for the St. Lawrence proj- 
ect is expected to be offered to 
the Senate in the fall. Senator Aiken 
(Republican, Vermont), during the Sen- 
ate discussion of the United Nations 
charter at the end of July, brought up the 
question of the St. Lawrence power and 
seaway development. He asserted that in 
not having proceeded with its construc- 
tion the Congress has not lived up to 
agreements previously made with Cana- 
da. Stating that there were several rea- 
sons why it had seemed best not to in- 
troduce the St. Lawrence Bill until after 
other international agreements and trea- 
ties were disposed of, Senator Aiken de- 
clared his intention to do so when the 
Senate reconvenes in October after its 
vacation. He predicted a bitter fight, with 
powerful opposition. 

There is already before the Senate an- 
other bill on the subject, introduced by 
Senator Langer (Republican, North Da- 
kota). But it was not expected to make 
much progress, in view of the lack of 
organized support for such sponsorship. 
Aiken’s bill, if it materializes, is expected 
to have strong Democratic support, per- 
haps heading up under New York’s sen- 
ior Senator, Robert F. Wagner. Hereto- 
fore, both Senators Mead and Wagner of 
New York have been more or less non- 
committal on full support of a St. Law- 
rence project which might adversely af- 
fect the fortunes of the port of New 
York city. 


x * * * 


) Bp British opinion, which was 
shown in the recent labor govern- 
ment’s election victory to be swinging 
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sharply to the left, popular sentiment in 
the United States is moving in the op- 
posite direction, according to a recent 
Gallup poll published in American news- 
papers on August Sth. An article by Dr. 
George Gallup, analyzing the result of 
this survey as compared with a parallel 
survey in Great Britain, conducted by the 
allied British Institute of Public Opin- 
ion, stated : 


In the United States, by contrast, public 
sentiment is not only opposed overwhelming- 
ly to government ownership of railroads, 
banks, and electric power companies, but is 
even less in favor of the idea now than a 
few years ago. 

Here is how Britishers and Americans 
feel, respectively, about government owner- 
ship. The percentages are based on the total 
expressing an opinion. 

Government Ownership of Railroads 
Approve Disapprove 

70% 30% 

23 77 

When British opinion was polled on na- 
tionalizing the coal mines, the Bank of Eng- 
land, and -the land, the vote of those with 
opinions was as follows: 

Britain 

Government Ownership of Coal Mines 
Approve 
Disapprove 

Nationalization of the Land 

Approve 
Disapprove 

Nationalization of Bank of England 

Approve 66% 

Disapprove 

Contrast the above with the following at- 
titudes in the United States toward govern- 
ment ownership of banks and power compa- 
nies : 


Britain 
U. S. 


United States 
Government Ownership of Banks 
Approve 
Disapprove 
Government Ownership of Power 
Companies 
Approve 
Disapprove 


——— similar opinion was also 
expressed in Washington on Au- 
gust 5th by Senator Burton K. Wheeler 
(Democrat, Montana), whose own po- 
litical record has been generally regarded 
as “leftish” on domestic policies, not- 
withstanding his frequent differences 
with the New Deal on international mat- 
ters. Senator Wheeler said that although 
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the British election installed a new labor 
government, future elections in the 
United States will show that our own 
country is going “‘conservative.” 

Senator Wheeler said that the country 
has become restive under reform regi- 
mentation and that, particularly in the 
war years, anxiety to dismantle controls 
has risen. “From what I have come to 
know personally,” he asserted, “the con- 
servative elements should win in the next 
congressional elections and may win the 
presidential election in 1948.” 

The Senator asserted that this trend 
will be going on at the same time as the 
country runs into severe economic dis- 
ruption as a result of the shift from war- 
time production levels. 


x * * * 


t 5 regional committee for a Mis- 
souri Valley Authority asked re- 
cently that Senate Agriculture Commit- 
tee hearings on the Murray MVA Bill 
be held at some point in the valley in- 
stead of in Washington. 

The hearings are scheduled to be held 
in Washington after Senate Irrigation 
Committee hearings that will begin late 
in October. 

“The people whose welfare is directly 
concerned,” the MVA group’s executive 
committee said in a resolution, should be 
able to “come before the Senate commit- 
tee, acquaint it fully with their needs and 
the needs of the valley, and thus insure 
that the action of the committee will be 
predicated upon facts presented without 
bias or distortion in behalf not of special 
interests but of the general public.” 

Senator Butler (Republican, Nebras- 
ka), a member of the Agriculture Com- 
mittee, told the MVA proponents he 
would try to arrange that the hearing be 
held in some valley city. No specific city 
was suggested. 

The MVA committee also asked Con- 
gress and the Federal Power Commission 
to investigate “organizations (which) 
have banded together in a Washington 
lobby to defeat legislation to create river 
valley authorities.” 

The FPC was urged “immediately to 
investigate the financial support, char- 
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acter, activities, and plans of the new Na- 
tional Association of Electric Compa- 
nies, and recent charges that certain com- 
panies have made kickback arrangements 
with their suppliers to support anti-MVA 
propagandists in each of the states of the 
Missouri valley.” 

Organizations opposing MVA, the 
resolution said, include “the National 
Reclamation Association, which is sup- 
ported by power companies, railroads, 
and land speculators.” 


IO President Philip Murray, in a 

telegram to the committee, ex- 
pressed confidence that the projected mil- 
lion-signature petition campaign to win 
congressional approval of MVA “will 
have the full support of all CIO mem- 
bers and their friends and families in the 
valley.” 

The meeting assigned to the Missouri 
valley states quotas in the campaign for 
signatures. The quotas include: Mis- 
souri, 300,000 ; Iowa, 175,000; Nebraska, 
100,000; Minnesota, 150,000; Kansas, 
100,000; Montana, 50,000; North Da- 
kota, 60,000; South Dakota, 50,000; and 
Wyoming, 15,000. 

Leif Erickson of Helena, Montana, 
committee president and former Mon- 
tana Supreme Court justice, said an Oc- 
tober 10th deadline was set for comple- 
tion of the drive. 

Nine members at large of the MVA re- 
gional executive committee, including 
Hubert Humphries, newly elected Min- 
neapolis mayor, were chosen. 


* * * * 


.. wry William Ritchie contended 
in a brief filed on August 6th with 
a congressional committee that “politi- 
cal corruption” was involved in the sale 
of the Nebraska Power Company to the 
Omaha Electric Committee, Inc. Ritchie 
represents preferred stockholders of the 
company. 

Ritchie filed the brief with a House In- 
terstate subcommittee which is studying 
the 1935 Holding Company Act. The 
brief was made public by the subcommit- 
tee. 

Ritchie charged in the brief that “pro- 
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moters in the company’s sale made cash 
payments for the defeat of the former 
city counsel of Omaha, who opposed the 
deal, and then packed it with their own 
supporters.” He said that those engaged 
in the Nebraska transaction “evaded 
laws about fees to fiscal agencies” and 
that the Omaha Electric Committee, Inc., 
is now the record owner of common stock 
of Nebraska Power Company, which 
owns property in two states ; but thus far 
the Omaha Electric Committee, Inc., has 
not been required to register with the Se- 
curities and Exchange Commission. 

Governor Dwight Griswold, also on 
August 6th, disclosed he had conferred 
with Securities and Exchange Commis- 
sion officials regarding the sale of Ne- 
braska Power Company of Omaha and 
declared the SEC “said nothing had come 
to their attention that indicated fraud of 
any kind.” 

The governor said he made his inves- 
tigation because he wished to be “fully 
armed with all the information available” 
as he approached the task of appointing 
a board of directors for an Omaha Pub- 
lic Power District which is expected to 
acquire Nebraska Power Company prop- 
erties. 

Griswold said SEC members told 
him they had “no criticism” of the sale of 
Nebraska Power common stock to the 
nonprofit group. There may have been 
mistakes in judgment, they said, but 
there were no indications of fraud. 


HREE insurance companies and the 

Fellows of Harvard College have 
filed with the Federal Power Commis- 
sion petitions to intervene in the refinanc- 
ing of the Nebraska Power Company. 
All hold Nebraska Power Company 
bonds. 

One petition was filed by the Har- 
vard trustees and Massachusetts Mutual 
Life Insurance Company, Springfield, 
Massachusetts. A second was filed by 
Prudential Insurance Company of 
America, Newark, New Jersey, and @ 
third by the New England Mutual Life 
Insurance Company, Boston, a bond- 
holder in Nebraska Power. All were 
similar in content. 
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Wire and Wireless 
Communication 


PLAN for television and frequency 

modulation broadcasting from air- 
planes flying in the stratosphere, which 
could revolutionize the present-day con- 
cept of national network radio, was an- 
nounced recently by the Westinghouse 
Electric Corporation and the Glenn L. 
Martin Company. 

A chain of planes similar to the B-29, 
each cruising over a fixed area, would 
span the continent and transmit simul- 
taneously five FM programs and four 
tlevision shows to listeners on the 
ground six miles below. The strato- 
spheric relay, it was asserted, would en- 
ale 14 airplanes to cover 78 per cent of 
the country’s population and obviate the 
need for many hundreds of ground sta- 
tions. 

Disclosure of the project was made at 
aluncheon on August 9th at the Wal- 
dorf-Astoria hotel in New York city by 
A. W. Robertson, chairman of the board 
of Westinghouse, and Mr. Martin, both 
of whom forecast that codperation be- 
tween the aviation and radio industries 
would introduce a new era in mass coin- 
munications. 

_ Officials of existing networks attend- 
ing the luncheon conceded that the pro- 
posed system might have far-reaching ef- 
fects on future coast-to-coast broadcast- 
ing. 
“If it works, it will be revolutionary,” 
Niles Trammell, president of the Na- 
tonal Broadcasting Company, asserted. 

Another network official, who declined 
to be quoted by name, acknowledged that 
today’s radio chain, consisting of hun- 
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dreds of affiliated stations, could become 
a thing of the past if the Westinghouse- 
Martin project proved practical. 


HE Federal Communications Com- 

mission has been advised of the 
stratosphere plan and has expressed par- 
ticular interest in its social and economic 
implications, according to Walter Evans, 
vice president of Westinghouse. An ap- 
plication for test flights this fall was said 


to be before the FCC. 

Asked specifically if Westinghouse be- 
lieved the projected system would make 
the existing form of network obsolete, 
Mr. Evans replied: “We think it does.” 
He added that the company expected that 
the plan would bring television into even 
remote rural areas “years ahead of any 
previously suggested system” and would 
greatly reduce the “astronomical costs” 
formerly anticipated in connection with 
video’s development. 

Credited with devising “stratovision” 
was Charles E. Nobles, twenty-seven 
years old, of Paris, Texas, a radar ex- 
pert for Westinghouse, who explained 
the radio features of the new system 
at the luncheon. The aeronautical aspects 
were detailed by William K. Ebel, vice 
president in charge of engineering for 
the Martin Company, who has played a 
major part in the development of the 
large Navy flying boats and the Pan 
American clippers. 

Mr. Nobles noted that it was a basic 
characteristic of both television and FM 
signals that they extend only as far as 
the horizon, whereas existing radio 
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(amplitude modulation) follows the 
earth’s curvature. To overcome this limi- 
tation on service range, he said, chief ef- 
forts up to now have been concerned with 
costly coaxial cables, laid underground, 
to link stations or with use of fixed relay 
units perched on high hills or mountains. 

By putting such stations in airplanes 
operating at 30,000 feet, the altitude ex- 
pected to be employed, Mr. Nobles con- 
tinued, a signal could reach 211 miles in 
one direction as compared with an esti- 
mated 50 miles for a transmitter atop the 
Chrysler or Empire State buildings. Ac- 
cordingly, each plane would cover an 
area 422 miles in diameter. 

In actual operation, a program from 
an FM or television studio would be 
beamed directly upward from a ground 
transmitter to the plane circling over- 
head. The plane, in turn, would “spray” 
the signal back to ground over the 422- 
mile area and at the same time relay the 
program to the plane circling in the next 
area. 

For a basic national network, with 
each plane serving millions of persons, 
stratosphere transmitting units would fly 
over New York; Pittsburgh; Chicago; 
Kansas City; Curtis, Nebraska; Lead- 
ville, Colorado ; Salt Lake City ; and Los 
Angeles. Addition of planes over At- 
lanta, Memphis, Dallas, Sacramento, and 
Portland, Oregon, would provide cover- 
age of 78 per cent of the population. 


Byrne rm advantage of the 
stratosphere station, Mr. Nobles 
noted, was that the power needed to im- 
press a satisfactory signal on a receiver 
decreased with an increase in the trans- 
mitter’s height. One kilowatt at 30,000 
feet would deliver the same signal as 50 
kilowatts on the ground, he said, adding 
that tubes to furnish one kilowatt were 
already available, even for high-defini- 
tion color television. Color television 
could thus be placed “on equal footing 
technically with present black-and-white 
low-definition television,” he contended. 

Operation of a single plane was esti- 
mated by Mr. Nobles at $1,000 an hour, 
compared with $13,000 for sufficient sta- 
tions covering an identical area. It was 
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estimated that the first experimental 
plane would cost $500,000. 

Mr. Ebel said that the Glenn Martin 
Company was satisfied that “absolute re. 
liability of airplane broadcasting service 
is not only possible but is not too difficult 
to attain.” 

“We can safely say that with the most 
modern navigational, radar, anti-icing, 
and blind landing equipment, and with 
sufficient reserve aircraft, no area would 
be deprived of stratovision service be- 
cause of weather,” he said. 

Mr. Ebel explained that at 30,000 feet 
most of the usual bad weather would be 
missed. High winds would be no particu. 
lar problem, he said, because B-29’s have 
withstood velocities of 150 miles an hour 
over Japan and the average velocity over 
the United States at 30,000 feet is 50 
miles. 

Two planes would be in the air at all 
times in each service area, one doing the 
relaying and one acting as a reserve. 
Each plane would go up for an 8-hour 
shift. 

In the event local ground storms pre- 
vented take-offs, Mr. Ebel said, planes 
could be summoned from another area, 
noting that “by the time a plane took off 
from Chicago and comfortably went up 
to 30,000, it would be over Pittsburgh.” 

With two planes in constant service 
and reserve ships readily at hand, Mr. 
Ebel did not anticipate any interruption 
of service as the result of engine failure. 
Each plane would carry a crew of nine, 
with six attending to the broadcasting 
equipment, and also would be equipped 
with automatic pilot devices. Its over-all 
size would be equivalent to that of the 
B-29 but its weight would be a third less. 


* * * * 


fy Bell telephone system is plar- 
ning a $2,000,000,000 postwar con- 
struction program, calling for an estl- 
mated expenditure of half that amount 
soon after the war, Mark R. Sullivan, 
vice president of the American Tele 
phone and Telegraph Company, dis 
closed early this month. 

The record construction program, ex 
pected to provide additional jobs on 4 
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WIRE AND WIRELESS COMMUNICATION 


large scale in the manufacture, installa- 
tion, and operation of telephone equip- 
ment, is being undertaken to meet the 
pent-up demand for telephones, to add 
new service, and extend and improve 
present operations, Mr. Sullivan said. 

The total amount of $2,000,000,000 
will be spent within very few years, he 
asserted. At the peak year, expenditures 
probably will be as great as $650,000,000, 
or 50 per cent more than in the highest 
year immediately preceding the war, ac- 
cording to present plans. 

Mr. Sullivan declared that a big “if” 
in the picture was the availability of 
funds to carry out such a program. “The 
Bell system has no magic method of rais- 
ing money,” he emphasized. “It must ob- 
tain additional capital in competition with 
everyone else who is in the market for it. 
Therefore, it is vital to the system to sus- 
tain its credit position, which is de- 
pendent upon its earnings, now as well 
as in the future, so that it will have the 
fnancial strength for the huge program 
ahead.” 


{Yor company’s first aim, he said, 
would be to catch up with requests 
for services now in abeyance because of 
lack of facilities. The system had, at the 
end of June, 2,014,000 applications for 
main telephone services, and an addi- 
tional backlog of 400,000 requests for 
residence extensions. 

As its second objective, the company 
proposes to install enough central office 
equipment, particularly dial machinery, 
to restore and improve on prewar service 
on local calls and to absorb temporary 
peaks in traffic. An increase of approxi- 
mately one-third in present circuit mile- 
age is considered necessary to restore 
prewar speed of toll service. 

_ As additional aims, in order of their 
importance, the company listed the fol- 
lowing : replacing 800,000 telephone sets 
of prewar types which normally would 
have been saved for the war emergency ; 
improving equipment on customers’ 
Premises ; strengthening of the long-dis- 
lance network, including provision of 
coaxial cable lines for television and a 
high-frequency radio relay system; ex- 
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tension and improvement of rural serv- 
ices. 

Still other projects planned by the sys- 
tem include replacement of manual 
switchboards by dial equipment for local 
service; provision of additional instru- 
ments for operator dialing on toll cir- 
cuits; installation of additional aids for 
automatically preparing records of toll 
calls; extension of services to motor ve- 
hicles; and extension of overseas radio- 
telephone service. 

Mr. Sullivan indicated that if the de- 
mand for additional telephones should 
remain as high as that experienced in the 
last ten years—about 1,000,000 a year— 
expenditures for new construction of 
about $300,000,000 a year would be 
necessary for that purpose alone. Any 
additional growth resulting from a fur- 
ther stepped-up national economy would 
add to that huge amount, he declared. 
“Looking ahead,” he concluded, “the 
stage is set for expanding activities, and 
in the telephone industry the proper 
marshaling of men, money, and ma- 
terials will speed up the realization of 
the much-to-be-desired objective—more 
service to the nation and more jobs for 
its men and women.” 


*x* * * * 


Oux approval by the Federal Com- 
munications Commission recently 
cleared the way for the sale of the Cros- 
ley Corporation, owner of station 
WLW, Cincinnati, and other radio fa- 
cilities, to the Aviation Corporation of 
New York. 

Acting only a few hours after final 
oral hearings, the commission authorized 
the sale by August 16th as provided in a 
$22,000,000 contract of sale. 

Commissioners Paul A. Porter, chair- 
man, E. K. Jett, Charles R. Denny, and 
William H. Wills were the majority in 
the 4-to-3 decision. Voting against the 
transaction were Commissioners Paul A. 
Walker, Ray C. Wakefield, and Clifford 
J. Durr. 

While disagreeing in their vote on the 
actual sale, the commissioners were 
unanimous that the case raises problems 
that require legislative clarification. 
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Financial News 


Potential Financial Effects of 
Atomic Fission on Utilities 


HE much-publicized atomic bomb 

has been hailed as the most epochal 
discovery since the harnessing of steam 
and electricity. But it should be em- 
phasized that discovery of how to release 
atomic energy is only a preliminary step 
in the long chain of development work 
necessary for the commercial application 
of the new force. The expansive power 
of steam was known for many centuries 
before it was finally harnessed by Watt, 
and many properties of electricity were 
also known long before their practical 
application. Nevertheless, if the Federal 
government and the large corporations 
continue their research into atomic fis- 
sion with anything like the energy dis- 
played during wartime, commercial ap- 
plications may be available in the not too 
distant future. According to present in- 
dications the government will continue 
to guide and control this research work. 
What are the implications of atomic 
fission to the utility companies, from a 
financial point of view? If the disinte- 
grating element is to be considered as a 
fuel, competing with other fuels on a 
cost basis, it may affect the gas com- 
panies first, by making obsolete present 
facilities for producing manufactured 
gas. Eventually it might also compete 
with natural gas in some districts, though 
it seems unlikely that it would end the 
use of natural gas because of its very 
cheap production cost. If the new ex- 
plosive could be safely used in the home 
for producing heat (for cooking, water 
heating, and house heating), this would, 
of course, be a severe blow to the gas 
companies. But thus far no one has toyed 
with the idea of producing heat in resi- 
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dences by using explosives. Even gaso- 
line is banned because of the fire danger, 
It seems more likely that the new “fuel” 
will be developed as a rocket fuel in pro- 
pelling airplanes and possibly automo- 
biles, where weight saving in fuel and 
engine is an important commercial fac- 
tor. Until the safety-control factor is 
thoroughly established by years or dec- 
ades of use, any application for residen- 
tial use seems unlikely. 

A more immediate effect on the nat- 
ural gas companies may prove favorable, 
in that conservation policies of the FPC 
and other Federal and state agencies may 
be liberalized. Natural gas reserves may 
be released for industrial use (as boiler 
fuel) on a big scale, thus increasing sales. 


LECTRIC utilities should have less to 
fear from future encroachment of 
the revolutionary heat producer. Only a 
small part of their production facilities 
would have to be scrapped—perhaps 5- 
10 per cent of the total plant investment. 
In other words, the new fuel would mere- 
ly be substituted for coal, oil, etc., in pro- 
ducing steam. If the new fuel proves 
much more efficient than coal on a kilo- 
watt-hour cost basis, this should greatly 
stimulate the use of electricity, particu- 
larly for residential purposes, and thus 
might prove a very favorable develop 
ment for the electric utilities financially. 
The Federal government's stake in the 
new process may make Congress reluc- 
tant to vote hundreds of millions of dol- 
lars for new hydro projects, even where 
these are tied in with navigation improve 
ment, flood control, and social objectives 
of various kinds. 
Even if uranium or some other rare 
metal (only the atomically “heavy 
metals show atomic instability) becomes 
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standard boiler “fuel,” and is also used the war, of course, a large proportion 
for house-heating purposes, it seems of manufacturing expenditures was 
rather unlikely that each home would made with public funds for the produc- 
have its own little power system for gen- tion of munitions, while the utilities and 
eration of electricity. This would require _ railroads continued their expenditures on 
expensive apparatus and careful upkeep. a private basis, for facilities which can be 
Electric utilities should retain their func- devoted to both war and peace. Since 
tion of furnishing residential and com- peace demands are not expected to equal 
mercial electricity, although more indus- the war peak, the utilities and railroads 
trial plants might well generate theirown do not need to plan for immediate ex- 
power than at present. pansion, in contrast with many nonwar 
Despite the revolutionary character of manufacturing industries. 
atomic power, it seems generally agreed As indicated in the chart, electric and 
in high quarters that at least a decade gas companies plan to spend over $700,- 
may elapse before it can be commercially 000,000 in the next fiscal year or about 
used. During that period, the utilities two-thirds of the peak years 1929-30 and 
should continue their present policy of about the same as in 1941. (The figure 
setting aside ample depreciation reserves, is, however, 40 per cent above the 1944 
to protect investors against possible fu- level and 20 per cent above the 1937-40 
ture obsolescence of some part of their average.) Electric utilities account for 
plant facilities. With adequate reserves, about three-quarters of the total or 
investors should have little to fear, and $520,000,000. This figure compares with 
much to hope for, from eventual com- an estimate of $405,000,000 prepared by 
mercial application of atomic fission. The New York Times and a figure of 
$663,000,000 forecast by the Electrical 
¥ W orld _ January; the _ yo sem 
. were, however, prepared on different 
Postwar Cap - tal Outlays by bases and for somewhat different time 
Utilities periods. (See FortnicHtty, July 5th, 


nN article on “Planned Capital Out- page 50.) 
lays and Financing” by D. Stevens 


Wilson in the July Survey of Current te gas companies, which account 


Business (Part 3, pages 19-22) discusses for one-quarter of the total or 
the planned outlays and financing of $180,000,000, are planning to spend 70 
utilities and railways, with the accom- per cent more than in 1939, largely for 
panying charts. The study disregarded pipe lines. Over one-quarter of the total 
postwar outlays for repairs and mainte- will be spent in the west south central 
nance, except that the questionnaire region, where important gas fields are 
sought the opinions of managements as__ located. 

to the importance of deferred mainte- The questionnaire also calls for an es- 
nance. There was no indication fromthe timate of revenues over the coming 
replies that expenditures for additions twelve months and the replies indicated 
and betterments would be increased as__ that electric revenues might decline a lit- 
the result of deferred maintenance; new tle over 5 per cent, while gas companies 
structures and equipment would obviate expect only a 3 per cent dip. However, 
the need for making up deferred mainte- these estimates were generally based on 
nance of the facilities replaced. the assumption that the Japanese war 
_ The total planned outlays by the utili- would continue throughout the coming 
ties and railways over the next twelve twelve months. 

months total nearly $1,500,000,000, or The electric and gas utilities expect to 
about one-third of the outlays contem- increase their inventories of materials 
plated by manufacturing industries. The and supplies by some $34,000,000. To 
proportion contrasts with 75 per cent in raise the total required funds of $734,- 
1929 and 50 per cent in 1939. During 000,000 the companies are expected to 
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Outlays of Electric and Gas Utilities for Structure and 
uipment * 


BILLIONS OF DOLLARS 
1.2, 





7 Eee ee ae eS ee ee 
1929 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44% PLANNED 
O 0. 45-466 





1 Electric utilities include both privately and municipally owned companies ; cooperatives and Fed- 
ral projects are excluded. Gas utilities cover both manufactured and natural gas, including gas 


bata for 1944 were partly estimated. 
“Planned” outlays are for the first 12 months following the end of the war in Europe. 


Source: U. 8S. Department of Commerce, pomee upon data from Federal Power Commission, Edison 
Blectric 1 Institute, and American Gas Associati 


Planned Outlays and Sources of Funds, Electric and Gas 
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° T piaoned” outlays are for the first 12 months following the end of the war in Europe. 
Source: U. 8. Department of Commerce. 
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use about $470,000,000 accumulated 
cash assets, $200,000,000 cash from cur- 
rent operations, and some $64,000,000 
from security issues and bank loans. De- 
spite the big drain on cash, it was esti- 
mated that cash assets would still remain 
above the prewar level, since the utilities 
at the end of 1944 had about $1,250,000,- 
000 or about double the 1940 amount. 
Retirement accruals run to about $350,- 
000,000 per annum for electric and gas 
companies, and retained earnings about 
$50,000,000, so that only about one-half 
the total would be drawn upon (with the 
balance largely used for debt retirement, 
taxes, etc.). The amount of “new 
money” raised by security issues is dou- 
ble the amount obtained in 1944— 
though small compared with the $300,- 
000,000 thus obtained in 1941. 


* 


Transit Stocks 
T= stocks have shown an irreg- 


ular trend since our last tabulation 
in the April 12th issue—some issues are 
up slightly, others lower. A number of 
companies do not publish interim figures 
and in other cases earnings results have 


e 


to be estimated because the figures are 
shown on a cumulative basis instead of 
for “twelve months ended.” The figures 
are always much more useful to statis- 
ticians and stockholders when published 
for the complete twelve months’ period, 
since otherwise seasonal variation enters 
the picture. 

Due to ragged prewar earnings rec- 
ords, many transit companies have re- 
capitalized and others still have to com- 
plete the job. The price-earnings ratio 
column in our table obviously requires 
detailed comment, for which space is 
lacking to explain wide discrepancies ; in 
the case of Eastern Massachusetts Rail- 
ways, for example, there are large ar- 
rears on the preferred stocks. 

Four new names have been added to 
the list—Baltimore Transit, Los Angeles 
Transit, Market Street Railways (prior 
preferred), and Chicago, South Shore & 
South Bend. The Market Street Rail- 
ways property has, of course, been sold 
to the city of San Francisco but the 
transaction is involved in litigation; 
earnings figures probably have little sig- 
nificance, and the name is added merely 
to round out the list. Chicago, South 
Shore & South Bend operates an electric 


TRANSIT COMPANY STOCKS 


Where Price Recent Share Earn. 
Amount 


Traded About 12 Mos. 


Baltimore Transit Dec. 
Los Angeles Transit May 
Rochester Transit O 10 Dec. 
Syracuse Transit O 27 Dec. 
Twin City Rapid Tr. ....S Dec. 
Kansas City Pub. Ser. .. May 
Third Ave. Transit S June 
St. Louis Pub. Ser. “A” .O June 
Eastern Mass. St. Rys. ..O June 
Capital Transit O Dec. 
Phila. Transport. ....... O 
Duluth-Superior Tr. ....O 
Cincinnati St. Ry. ...... O Dec. 
National City Lines* ....C Dec. 
Chic., S. Shore & S. Bend.O song 
Market St. Ry. pr. pfd. ..S ec. 


June 
Dec. 


Price- 
Earn. 
Ratio 


Yield Approx. 
About Range 


7-3 


Indic. 


$D.40 
86 
1.43 
4.23 
2.83 
6.95** 
D.98 


ie 2) 
tw: 


10.0% 
74 


NNER woh 


SSSERSESS 
* MUaBeoUcvo: NHK RO 


» ANWBAOSHA, NAAN. 


S—Stock Exchange. C—Curb Exchange. O—Over counter, or out-of-town exchanges. 
*Holding company controlling a number of bus lines over separate local systems. **Before in- 
come taxes and contingencies. (a) Arrears on preferred stock. (b) Initial dividend of $3.50 
on the preferred (annual amount) and 25 cents on the common were paid January 2, 1945. (c) 
Full interest not paid on income bonds. N.A.—Not available. D—Deficit. 
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interurban road between Chicago and 
South Bend (Indiana) and carries 
freight as well as passengers ; it was re- 
capitalized in 1942. 

VJ-Day may spell the end of an ab- 
normally prosperous period for the 
transit companies. However, the indus- 
try has, in general, utilized this windfall 
by paying debts and recapitalizing so 
that most companies are considerably 
stronger than in the prewar period. 
Those that have cash to invest in mod- 
ern equipment after the war may be able 
to effect operating savings which will 
partially offset loss of gross business. 
Third Avenue Transit, for example, is 
expected to complete its motorization 
program as fast as possible, with antici- 
pated favorable effects on earnings. 

The transit stocks offer the most at- 
tractive yields of any utility group, the 
average for the eight dividend-paying 
issues listed in our table being over 8 
per cent. 

* 


New Financing 


} geno July and August (to date) 
a number of new utility issues have 


appeared, following the “holiday” dur- 
ing the war bond drive. On July 13th 
$7,500,000 Mountain States Power first 
3s due 1975 were offered at 101.95 by a 
syndicate headed by Kidder, Peabody & 
Co. The bonds are now quoted 1014. 
On July 11th $34,000,000 Portland 
General Electric first 34s due 1975 were 
offered at 102.41 by a Halsey Stuart syn- 
dicate. The issue was unfortunately 
timed because of the agitation over 
“power revenue bonds” by Representa- 
tive Boren in Congress, Portland Gen- 
eral Electric being one of the northwest- 
ern companies the sale of which was said 
to be under consideration (to Bonneville 
or some other public power agency in 
that area). Despite the company’s great- 
ly improved financial position, as the re- 
sult of plowing back equity earnings over 
a period of years, the bonds (rated Baa 
by Moody) are currently quoted at 100- 
101. They offer a yield of about 3.11 per 
cent—some 20 basis points above the 
usual yield for a bond of this caliber. 
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On July 12th, a syndicate headed by 
Kidder, Puckett: lore, Forgan; and 
Merrill Lynch offered 140,000 shares of 
Panhandle Eastern Pipe Line 4 per cent 
preferred stock at 104. The stock was 
well taken and is currently quoted 106-7, 

On July 17th $5,500,000 Pennsylvania 
Telephone Corporation first 23s due 
1975 were offered at 102} by Paine 
Webber and Stone & Webster; 70,29 
shares of $2.10 preferred stock were also 
offered at $55 per share, subject to an 
exchange offer expiring July 30th. 

On July 19th 39,413 additional shares 
of Idaho Power 4 per cent preferred 
were offered at 1054 by Blyth, Lazard 
Freres, and Wegener & Daly. Proceeds 
were used to increase the company’s pro- 
duction and transmission facilities. 

On July 24th the record-size issue of 
$175,000,000 American Telephone and 
Telegraph debenture 23s of 1980 was 
offered at 100 by a Morgan Stanley syn- 
dicate. The bonds were promptly placed, 
due to the company’s splendid credit and 
the attractive yield, and are currently 
quoted 1003-1014. 


N July 23rd Dick & Merle-Smith 
O were awarded $2,000,000 Arkan- 
sas-Missouri Power first 34s due 1974 on 
a bid of 102.17449; the bonds were pri- 
vately placed. This financing had orig- 
inally been scheduled for last December 
but was delayed by SEC requirements 
at that time. 

On July 31st $45,000,000 Southern 
Bell Telephone & Telegraph debenture 
2%s due 1985 was offered at 101.125 by 
a Halsey Stuart syndicate. The bonds 
are currently quoted 101§. 

On August 9th Halsey Stuart; Bear, 
Stearns ; Otis, and Burr, offered $4,200, 
000 Kings County Lighting first 34s due 
1975 at 102.41. The bonds had previous- 
ly been sold to the John Hancock Mu- 
tual Life Insurance Company but the 
SEC required competitive bids. The 
company’s stand-by purchase offer of a 
3.10 per cent basis was topped by the 
Halsey bid. 

On August 8th a group headed by Mel- 
lon Securities offered $40,000,000 East- 
ern Gas & Fuel Associates first and col- 
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lateral 34s due 1945 at 102.17 per cent. 

The bonds, issued to retire 4s, did not 

prove especially popular so far as the 

bidding was concerned, returning a 

rather high yield for a Baa-rated issue. 

While the company controls important 

gas utilities in Boston and vicinity, its 

major interests are in coal, coke, and re- 

lated activities, hence the issue did not 

attract the same interest as a straight 

utility bond with corresponding interest 

coverage. 

Prospective new offerings in the near- 

term future are as follows: 

$3,640,000 Brooklyn Borough Gas Co. first 
mtge. bonds due 1970. 

$1,500,000 Brooklyn Borough Gas Co. pre- 
ferred stock. 

$22,000,000 Monongahela Power first mtge. 
bonds due 1975. 

$9,000,000 Monongahela Power preferred 


stoc 
$3,750,000 St. Joseph Light & Power first 34s 
due 1975 


ue . 
*$1,305,600 St. Joseph Light & Power 5% pre- 
ferred stock. 
2,375,000 Southwestern Electric 
first 38s due 1975. 
850,000 Southwestern Electric 
42% preferred stock. 
**128.935 shs. Southwestern Electric Service 
common stock, 
6,200,000 Western Light & Telephone first 
mtge. bonds due 1975. 
*3.250,000 Central Electric & Gas 42% pre- 
ferred (par $50). 
*1,197,200 Central Ohio Light & Power pre- 
ferred stock. 
*6,378,400 Potomac Edison 44% preferred 


stock. 
30,500 shs. Rockland Gas common stock. 


Service 


Service 


eaten exchange offer to old preferred 
stock, 

**Subscription rights to be offered to 
stockholders of Southwestern Public Serv- 


ice. 
e 


Scranton-Spring Brook Water 
Service Plan Raises Deep 
Rock Problems 


CRANTON- SPRING Brook WATER 
SERVICE is a $61,000,000 subholding 
and operating company in the Federal 
Water & Gas system, comprising an im- 
portant segment of that system (recently 
reduced in size by sale of the interests in 
Ohio Water Service and West Virginia 
Water Service). Scranton was con- 
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trolled by Pennsylvania Water Service, 
an inactive intermediate company which 
will be dissolved. Last December Scran- 
ton, Pennsylvania, and Federal filed 
with the SEC a plan for recapitalization 
of Scranton and elimination of Pennsyl- 
vania. It was proposed to distribute new 
common stock in the approximate ratio 
of 70 per cent to public holders of pre 
ferred stocks and 30 per cent to Federal. 
It was also proposed to refund the com- 
pany’s bonds through issuance of $25,- 
000,000 30-year first 34s and $10,000,- 
000 20-year debenture 44s. 

Recently a committee for the preferred 
stockholders (with the assistance of 
Guggenheimer & Untermyer as counsel 
and Reis & Chandler as experts) pre- 
sented a new plan to the SEC. This 
would allocate 98 per cent of the new 
common stock to the preferred stock- 
holders, and only 2 per cent to Federal; 
but Federal would also receive a certiti- 
cate of contingent interest, effective for 
eighteen months, which would grant it a 
substantial cash amount if it is success- 
ful in selling Scranton’s water properties 
to a public authority. Scranton has been 
hopeful of obtaining a price of $46,- 
000,000 for these properties, which to- 
gether with the amount realizable from 
the gas properties would exceed the 
claims of the publicly held preferred 
stock. The committee, however, evi- 
dently views the possibility of such sale 
in the near future with some skepticism, 
and has adopted the “contingent interest” 
method to safeguard Federal’s hopes. 
The ‘new common stock would be 
escrowed during the eighteen months’ 
period, since for tax purposes the sale 
must involve transfer of the stock rather 
than the physical property; also under 
the Pennsylvania law a water authority 
cannot acquire less than the entire 
amount of capital stock. If the sale is ef- 
fected, the cash would be distributed in 
the same proportions as proposed for the 
stock, together with any excess which 
Federal might receive for its contingent 
interest. If the sale is not effected dur- 
ing the eighteen months, shares will be 
distributed and Federal’s contingent in- 
terest will cease. 
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Congressional Record Casts Light on 
River Basin “Authority” Moves 


READER of the Congressional Record 
not infrequently will find in the ap- 
pendix reprints of news stories, edi- 
torials, speeches, and resolutions adopted 
by organizations, or some other state- 
ment, usually inserted at the request of 
members of Congress, apparently with 
the desire to further some cause in 
which they are interested. These reprints 
sometimes furnish instructive reading, in 
so far as they reflect the views of citizens 
upon questions which may be before 
Congress. 

In the issue of the Record of July 28th 
are two such instances worth mentioning 
as of interest to the public utility indus- 
try. On page A3946, under the heading, 
“Washington Water Lobby,” Senator 
Glen H. Taylor (Democrat, Idaho) has 
inserted a reprint of a condensation of a 
series of articles written by Peter Edson 
and recently published in the Washing- 
ton (D. C.) Daily News and other 
Scripps Howard dailies. And on page 
A3963, under the heading, “Columbia 
Valley Agency—Letters and Newspaper 
Comment,” Senator Hugh B. Mitchell 
(Democrat, Washington) has inserted 
reprints of several items referring 
especially to his bill for a proposed 
Columbia Valley Authority. 

The Peter Edson articles tell in some 
detail about a group of national associa- 
tions which have joined forces to com- 
bat the creation of more river basin “au- 
tharities” like TVA—“a potent pressure 
group,” he says, “on the Washington 
scene.” He states: 

Most of the 31 national land and 
water organizations making up this lobby 
are not new. But their banding together for 
the avowed purpose of stopping the spread 
of the valley authority idea is highly signifi- 


cant. 
While it would be natural to think that any 
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opposition to the development of more 
TVA’s would come from the old private 
electric power utilities’ lobby, connection be- 
tween the power lobby and the water lobby 
does not appear on the surface. 


According to Mr. Edson, a “simple ex- 
planation for the existence” of this group 
is voiced by F. O. Hagie, secretary-man- 
ager of the National Reclamation As- 
sociation, one of the five organizations 
whose Washington representatives make 
up the codrdinating committee. The lat- 
ter is quoted as saying that the 31 
organizations are simply fighting against 
a change in the American form of gov- 
ernment and that dividing the United 
States into nine regional authorities of 
three men each, as proposed by Missis- 
sippi Congressman John Rankin’s bill, 
would give these twenty-seven men more 
political power than all the forty-eight 
governors and state legislatures. 

But, Edson thinks the issue may not 
be as simple as that. He added: 

For a better insight of what's behind this 
fight you have to appreciate what water is. 
Water isn’t just stuff to drink and bathe in. 
Water is billions and billions of dollars. 

To the farmer it is necessary food for 
livestock and crops. It is nursed in irriga- 
tion, fought in soil erosion. It is drainage. 
In flood time it must be controlled. Behind 
dams it generates electric power. All the 
trade associations depending on water there- 
fore have a stake in this idea of river valley 
development. 


HE writer then notes the billions of 

dollars of congressional appropria- 
tions at stake in contracts for river and 
harbor improvement, flood-control proj- 
ects, dam and canal construction, and ir- 
rigation. Control over government 
agencies now administering these mat- 
ters also is a factor not to be overlooked. 
These responsibilities, he states, are 
shared by the 
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_.. War Department’s Corps of Engineers, 
Interior’s Bureau of Reclamation and public 
power projects, the Federal Power Commis- 
sion, and the Department of Agriculture. . . 
While it is now claimed that the conflicts be- 
tween these agencies were largely resolved 
by the Flood Control and Rivers and Har- 
bors acts of 1944, rivalry still exists and 
each agency has its backers. 

These are some of the reasons why the 
water lobby has been able to bring together 
such diverse interests as the New York State 
Waterways Association, Ohio Valley Im- 
provement Association, Florida Waterways 
Congress, Texas Water Conservation As- 
sociation, California Water Council, Amer- 
ican Merchant Marine Institute, Pittsburgh 
Coal Exchange, and a score more. 

The codrdinating committee now manag- 
ing the affairs of the 31 organiza- 
tions includes, besides F. O. Hagie of the 
Reclamation Association : 

William H. Webb of the National Rivers 
and Harbors Congress, Roy Miller of the 
Intracoastal Canal Association of Louisiana 
and Texas, E. W. Rising of the Water Con- 
servation Conference, and Lachlan Macleay 
of the Mississippi Valley Association, all of 
whom have Washington offices. 


In picturing the joining of forces of 
the 31 organizations making up this 
“water lobby,” Mr. Edson tells of 
the action taken by the original group of 
20 associations in sending a 4-page 
joint letter to Congress in April. This 
was published just before the opening of 
the hearings on Senator Murray’s 
(Democrat, Montana) bill, before a Sen- 
ate Commerce subcommittee, to create a 
Missouri Valley Authority. 

The letter, the writer comments, “pre- 
sented a strong case for letting well 
enough alone and preserving states’ 
rights.” Its high light was an 8-point in- 
dictment against establishing any more 
government corporations which would 
have political and economic authority 
that crossed state lines and were not an- 
swerable to Congress for the expenditure 
of their revenues. 


pawn the hearings, the committee re- 
ported against MVA. “The letter 
wasn't the only cause,” Edson observes, 
but it helped.” He continued: 

Flushed by its first success, the lobby ex- 
panded in preparation for further MVA 
hearings this fall. Eleven more land and 
water users’ associations joined up, bringing 
the total to 31. The 31 have now issued a 
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second blast, 60,000 copies of a pamphlet en- 
titled, “The Authority Issue,” written by 
Judge Clifford H. Stone of the National 
Reclamation Association. It is a blistering 
attack against the whole idea of river valley 
development under authorities, calling these 
regional corporations a change in the Amer- 
ican form of government. 


The writer then makes this statement 
regarding the national associations which 
he considers “probably the big three of 
the 31 organizations now grouped in the 
water lobby”: 


Take the National Rivers and Harbors 
Congress, founded in 1901. It works for 
bigger and better congressional appropria- 
tions for river and harbor development and 
gets them. Its president is Senator John L. 
McClellan of Arkansas. Its four national 
vice presidents are Senator John H. Overton 
of Louisiana and Congressmen William H. 
Whittington of Louisiana, Hugh Peterson of 
Georgia, and Charles R. Clason of Mas- 
sachusetts. Chairman of the board is Con- 
gressman Dewey Short of Missouri. Four 
other Congressmen and three ex-Congress- 
men are on the board of directors. 

Take the National Reclamation Associa- 
tion. It was originally organized in 1898 and 
was responsible for passage of the act which 
created the U. S. Bureau of Reclamation in 
the Department of Interior. The association 
was reorganized thirteen years ago under the 
leadership of Governor George H. Dern, 
former Secretary of War. Today it rep- 
resents over 400 western state water districts. 
National Reclamation Association is in- 
terested primarily in irrigation, secondarily 
in flood control, and not at all in the devel- 
opment of public power except as a by-prod- 
uct of the other two. 

The Water Conservation Committee, Con- 
tinuing Committee, came into being last 
September in Chicago. It was a conference 
called primarily by National Reclamation 
Association. Representatives from 28 states 
were assembled for the purpose of perfect- 
ing amendments to flood-control and rivers 
and harbors legislation then pending before 
Congress. 


Commercial water-using interests 
from Maine to California and Florida to 
the Northwest are represented in the 31- 
organization “water lobby,” continues 
Edson, adding: “Everybody is in this 
group, in fact, except the people who are 
interested in the development of hydro- 
electric power, lots of it and cheap, from 


government-built dams and generating 


stations.” [This latter comment, while in 
the original newspaper article, was 
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“SOMETHING NEW EVERY DAY. LOOK THERE, NOW—FLEXIBLE PIPE LINE!” 


omitted from the condensation in the 
Record. | 

Then these comments are made about 
the regional organizations which are 
members of this group: 


From the Mississippi river basin are the 
Mississippi Valley Association, interested in 
river navigation from the Alieghenies to the 
Rockies; the Mississippi Valley Flood Con- 
trol Association, organized back in 1912, now 
made up of the levy boards from six south- 
ern states; the Upper Mississippi Water- 
ways Association, ge navigation 
above St. Louis; the Upper Mississippi and 
St. Croix River Improvement Association, 
promoting navigation above the Twin Cities; 
American Waterways, Inc., organized a year 
ago as a successor to the Mississippi River 
Carriers Association of barge line operators. 

In the Ohio valley region are the Pitts- 
burgh Coal Exchange, barge line operators ; 
Tri-State Authority of Pennsylvania, West 
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Virginia, and Ohio, promoting flood control, 
navigation, and antipollution in streams; 
Allegheny River Association, recently reor- 
ganized to promote shipping above Pitts- 
burgh; the Ohio Valley Improvement As- 
sociation of Cincinnati, which has been 
boosting river shipping from Pittsburgh to 
St. Louis for thirty years; and the Ohio 
Valley Conservation and Flood Control Con- 
gress. 

In the East are the Eastern States Con- 
servation Conference of Boston, eight years 
old, closely tied in with the New England 
Council through the existing state govern- 
ments; the New York State Waterways As- 
sociation, of canal and river shippers; the 
Interstate Commission on the Delaware 
River, unique in that it functions through 
identical legislation passed by the four state 
assemblies; the Upper Potomac River 
Board, interested in flood control; and the 
Atlantic Deeper Waterways Association. 

In the South are the Florida Waterways 
Congress, promoting ship canals; the Loui- 
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siana Department of Public Works; Intra- 
coastal Canal Association of Louisiana 
and Texas; Arkansas Basin Flood Con- 
trol Association; Atlantic and Gulf Canals 
Association ; Texas Water Conservation As- 
sociation; and the Trinity River Associa- 
tion, these last two covering all the water 
interests of Texas, 

Operating in the West are the California 
Water Council, formed a year and a half 
ago to represent the interests of 47 irriga- 
tion districts in the Central Valley. 

In the Missouri valley proper are the 
Missouri Valley Development Association, 
less than a year old, and the Upper Missouri 
Valley Association, promoting navigation 
above Sioux City, Iowa. 


HE first objective of the so-called 

“water lobby” in Congress is to fight 
the creation of a Missouri Valley Au- 
thority, observes Edson. The Murray 
Bill is still to be heard by the Senate 
Irrigation and Agriculture subcommit- 
tees. He also notes: 


It must, of course, be understood that 
there is a strong lobby supporting MVA, but 
it is not as old and not as experienced and 
not as well codrdinated as the water users’ 
lobby in opposition. Included in the pro- 
MVA lobby are the National Farmers Union 
of tenant farmers and small landowners, the 
AFL, the CIO, the public power advocates, 
the supporters of the TVA who endlessly 
sing its praises as “the perfect state,” and a 
number of new civic organizations recently 
formed in St. Louis and the Missouri basin. 
In early July they all met in Omaha, formed 
the Missouri Valley Regional Committee for 
MVA, and started out to get a million signa- 
tures on a petition for Congress to create 
an MVA. They hope to beat down the water 
lobby’s entrenched position by mere force of 
numbers, 


Then, as to the other authority bills be- 
fore Congress, he lists as the most ambi- 
tious proposal that of Representative 
Rankin (Democrat, Mississippi) to di- 
vide the whole United States into nine 
areas and put an authority over each. 
“This,” he adds, “is admittedly too far- 
reaching to have much of a chance.” 

As to the others, he says in part as fol- 
lows: 

Washington Senator Hugh B. Mitchell 
proposes a Columbia Valley Authority, a 
CVA for the three northwestern states and 
a bit of Canada. 

Ohio Congressman Bob Bender proposes 
an Ohio Valley Authority. OVA would 
cover most of Indiana, Ohio, Kentucky, and 
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West Virginia, with bites into west Pennsyl- 
vania, north Tennessee, southeast Illinois. 
South Carolina Congressman Butler B 

Hare proposes an SVA—Savannah Valley 

Authority—taking in narrow strips on the 

Carolina-Georgia line. 

“But these five bills,” Edson observes, 
“by no means represent all the valley au- 
thority thinking and planning being done 
in Washington. Department of In- 
terior’s Bureau of Reclamation has 
studies under way to divide the entire 
West — roughly everything west of 
Kansas City—into some twenty valley 
developments — Rio Grande, Red, 
Arkansas, Colorado, Columbia, Central, 
Missouri, and so on. Interior Secretary 
Harold L. Ickes naturally wants control 
of all these twenty valleys kept in his Bu- 
reau of Reclamation. 

“Army Engineers are in a similar fix. 
They have traditionally supervised flood 
control and navigable rivers. Under such 
an expanded valley authority program as 
is now before Congress, all this super- 
vision over navigable streams would be 
taken away from the War Department 
and given to the authorities. The power- 
ful water lobby, supporting both en- 
gineers and Bureau of Reclamation as 
established old-line agencies with whom 
they are accustomed to do business, is in 
there fighting to preserve these older 
government agencies and to skip all this 
fancy, New Dealish valley authority 
stuff.” 


B per “TVA is not the promised land 
and the beautiful success it is usual- 
ly portrayed” is the principal argument 
of the “water lobby” to build up a case, 
says Edson ; and, in trying to tear down 
TVA, he believes that it has a job on its 
hands. 
He added: 


Anyone daring to criticize TVA profanes 
sacred dogma, according to the popular no- 
tion. Yet F. O. Hagie of the National 
Reclamation Association went through the 
Tennessee valley recently and came back to 
report that there were plenty of people in the 
valley who don’t like the TVA way of life. 
And Will H. Webb, executive vice president 
of the National Rivers and Harbors Con- 
gress, who comes from Tennessee himself, 
accuses TVA of all sorts of dreadful thin; 
including even the opening up of the TVA 
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power dams in flood time, to drown poor 
people down stream. 


Then he observes: “If the lobby can 
convince enough Congressmen that TVA 
isn’t the unmitigated good it is supposed 
to be, then there is a good chance of stop- 
ping extension of the ‘authority’ idea to 
the Missouri, Columbia, and other river 
basins where such planning goes on.” 
Mr. Edson continues : 

Basis for the water lobby case against 
TVA is complex. The point that “TVA 
represents a change in the American form of 
government” has been mentioned previously 
in these dispatches. Hagie maintains that the 
3-man TVA board has never used all the 
political and economic power granted in the 
original legislation creating a government 
corporation to develop resources of the 
region. Hagie says these powers might easily 
be abused, and points to this danger. 

Judge Clifford H. Stone of Denver, a 
National Reclamation Association legal di- 
rector, says TVA has been granted many 
powers which were never surrendered to the 
Federal government by the sovereign states. 
He makes a strong “states’ rights argument” 
against the TVA idea. 


The writer comments further that 
“Judge Stone also objects to the cost of 
TVA. He mentions $800,000,000 ex- 
penditures over the past twelve years and 
declares another $200,000,000 will have 
to be spent to complete the project. None 
of this has been returned to the Federal 
Treasury. It is the contention of the 
‘water lobby’ that while this billion dol- 
lars is being spent, providing jobs for 
20,000 or more people, everyone in the 
valley is naturally happy. When this flow 
of funds stops, it is predicted TVA won't 
be so popular.” [It may be noted here 
that this latter quoted comment is taken 
from the original newspaper article; it 
was omitted from the condensation in the 
Record. } 

Mr. Edson then goes on to say: 


Cheap power has of course been one of 
TVA’s great talking points. The TVA ex- 
periment was intended to provide a yardstick 
for measuring rates in other parts of the 
country. But the water lobby claims it is 
a rubber yardstick not applicable to other 
arts of the country. The Tennessee river is 
00 miles long against the Missouri’s 2,500. 
The Tennessee valley covers less than 3 per 
cent of the United States, while the Missouri 
valley covers 18 per cent. While TVA may 
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be easy to administer because it is small, 
administration of the Missouri basin by a 
single authority would not be feasible. 


These are called “vicious charges” by 
the writer, “made by people who have 
other, conflicting interests.” He says 
“they must be balanced against what 
TVA says in its own defense.” Then he 
inquires, “has the TVA ‘experiment’ 
paid off? Or is it, as charged by organ- 
izations, something which should not be 
repeated in other parts of the United 
States ?” 

The only answer to that, Mr. Edson 
believes, must come from TVA’s own 
record. He says: 

. .. taking the 1944 report and adding to it 

those figures which are available on recent 

operations, these facts stand out: 

First, the cost. Congress has appropriated 
$668,000,000. Bonds sold total $65,000,000. 
The net income from power operations, after 
payment of all current expenses but before 
depreciation, is $75,000,000. In addition, 
TVA took over from the War Department 
the old Muscle Shoals and other World War 
I developments at a book value of $36,000,- 
000. That makes the total cost to date $844,- 
000,000. 


Then as to “where has this money 
gone,” he sets down these figures: 


. . . $560,000,000 has been spent on the com- 
pleted plant, and another $188,000,000 has 
been spent on construction work still in prog- 
ress. Of these sums, approximately $460,- 
000,000 is for power projects, the balance 
flood control and navigation. In addition, 
$47,000,000 has been spent for nonincome- 
producing development of the Tennessee val- 
ley. Two million dollars worth of bonds 
have been retired and there is $41,000,000 in 
the TVA treasury. Loans to municipal 
power companies are $3,000,000. Inventory 
is put at $7,000,000. Depreciation of $4,000,- 
000 balances the books at the above-men- 
tioned $844,000,000 cost. 


0 this is added the comment that “on 

the basis of operating experience up 
to the present, TVA estimates that its in- 
come from the sale of electric power will 
be sufficient to retire the entire invest- 
ment within sixty years, without inter- 
est.” 

Of course, any thoughtful reader will 
at once query about that “without in- 
terest” provision. Why should this proj- 
ect not pay interest on the $460,000,000 
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the taxpayers have put into its power 
properties? Its low electric rates are due 
in large measure to freedom from pay- 
ment of both interest and Federal taxes. 
At a2 per cent rate, TVA would have to 
pay interest in sixty years an amount in 
excess Of that already invested in its 
power plants. One is prompted to ask if 
this is part of the “answer” which TVA’s 
reports omit. 
In citing TVA’s account of its accom- 
plishments, Mr. Edson says that it 
Furnished power to over half a million 
consumers through 130 locally owne 
municipal and co-op distribution systems. 
Over 20 per cent of the consumers are rural. 
One of the big brags of TVA is that its 
average nonindustrial consumer uses twice 
as much electricity as the Rey oR 
J rates are on half as hi 
eure eT Sane prs 4 The TVA 
yardstick has been used in many communi- 
ties to force down rates. 


He then mentions that TVA is charged 
with flood control and refers to its ac- 
tivities in the chemical field, the produc- 
tion of fertilizer, promotion of forestry, 
research on minerals, and various experi- 
ments on farm machinery and food 
processing. 

This series of newspaper articles by 
Peter Edson closes with this statement: 
“The whole list adds up to an inspiring 
record which TVA enemies — who are 
out to stop the spread of the ‘authority’ 
idea to other parts of the country—will 
have a hard time shouting down.” 


A’ to the items inserted in the same 
issue of the Record by Senator 
Mitchell, they include copies of com- 
munications signed by groups in the Pa- 
cific Northwest, and a newspaper story 
—all in support of his Columbia Valley 
Authority Bill. 

These statements are illustrative of the 
earnest efforts by proponents of these 
river basin projects, as commented upon 
in the Peter Edson articles, to further 
their congressional approval. 

The communications of two of the 
groups, it appears, were addressed to 
President Truman, upon his visit in 
June to the state of Washington. They 
refer to his reported approval of a pro- 
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posed CVA. One of these reprints reads 
in part: 

We have been greatly encouraged to learn 
of your support of the river valley authority 
idea, and in particular of your sympathetic 
interest in the Mitchell Bill implementing 
this idea for the Pacific Northwest. 

It is our observation that local opposition 
to this bill stems from a very narrow seg- 
ment of society. It has been our encourag- 
ing experience that when a fair hearing has 
been given before businessmen in such 
groups as chambers of commerce, the con- 
viction has been widely expressed that the 
CVA not only holds no threat to private 
enterprise—as the opposition maintains—but 
is in fact its chief hope of continued health 
and growth. 

On the other hand we observe popular 
support to be building strongly behind the 
CVA idea. Three organizations have sprung 
up in recent months, the chief or only func- 
tion of which is to educate the people of this 
region on the meaning and the possibilities 
of CVA. Other groups are also active, but 
these three perhaps focus the work. They 
are the Washington Resources Council, the 
Oregon Resources Council, and the Colum- 
bia Valley Authority Information League 
with units in Idaho, Montana, Oregon, and 
Washington. They are composed of hun- 
dreds of men and women, citizens of the 
region as well as accredited representatives 
of labor—CIO, AFL, and railroad brother- 
hoods—grange, public power groups, and 
organizations long active in developing the 
Columbia basin. They are undertaking to 
put on an educational campaign directed at 
every Northwest citizen, setting forth the 
need for an over-all plan for regional devel- 
opment and the prospects for economic 
stability represented by the valley authority 
Ee 

Nothing, we know, will give the Mitchell 
Bill such a favorable chance of passage as 
your own open and outright support of it. 
We congratulate you on the admirable im- 
pression you have made on the people of the 
Northwest by your public commitment to 
the CVA and to Mitchell’s bill, reported in 
today’s [June 21st] press. We are taking 
this opportunity of assuring you that you 
will find Northwest citizens solidly behind 
you in your continued pursuance of such 
statesmanly policies. 


Among the seventeen signers of this 
letter were the regional director of CIO, 
the master of the state grange, the presi- 
dent of the Public Power League of 
Washington, the legislative chairman of 
the Council of Railroad Brotherhoods, 
the manager of Big Bend Rural Electric 
Coéperative, the president of Labor’s 
Joint Public Affairs Committee, the 
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president of Seattle’s city council, and 
the president of Washington Public Util- 
ity Commissioners Association. 


SP other letter was brief, express- 
ing gratitude to the President “for 
the firm position you took in favor of the 
Columbia Valley Authority.” It bore 
thirteen signatures (two of which were 


AUG, 30, 1945 330 


on the other letter), including officers of 
REA co-ops and labor unions. 

These activities on the part of local 
groups are apparently part of a concen- 
trated drive to industrialize the Pacific 
Northwest in postwar days. And electric 
power from the Bonneville-Grand Cou- 
lee Federal projects is at the center of 
the movement. It is noticeable, too, that 
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CIO is represented in these groups ; that 
labor organization has come out strongly 
in support of these river basin develop- 
ments. They want to see more TVA’s, 
all around the map. 

That the TVA is the pattern for a Co- 
jumbia Valley Authority is indicated by 
these extracts from a news story by 
Richard L. Neuberger, appearing in the 
Progressive of June 11th, entitled 
“Struggle for a Columbia Basin Au- 
thority,” which was inserted in the Rec- 
ord by Senator Mitchell : 


In a 1,600-mile surge from the Canadian 
Rockies to the sea, the Columbia river booms 
the loudest power anthem on the North 
American continent. This one stream, drain- 
ing the Pacific Northwest, contains more 
than 40 per cent of all the potential hydro- 
electricity in the United States. rand 
Coulee dam, a colossal fortress guarding the 
upper Columbia, is the greatest single source 
of power on earth. One of its eighteen gen- 
erators equals the output of many entire 


dams. 

Inhabitants of the Pacific Northwest— 
people in crowded seaports and on lonely 
stump farms—are now demanding that the 
vast and rich resources of the Columbia river 
be consolidated in a regional agency pat- 
terned after the Tennessee Valley Authority. 

Bill S 460, introduced in the United States 
Senate by 38-year-old Hugh B. Mitchell of 
the state of Washington, is the legislative 
vehicle by which the Columbia Basin Au- 
thority would be started on its journey. 


Author Neuberger then observes that 
“short-sighted commercial interests” op- 
pose this proposed plan. These inter- 
ests, he writes, “fear the spread of pub- 
lic ownership of power; they are afraid 
that low-cost navigation on the Colum- 
bia and its tributaries will jeopardize 
profitable railroad and trucking arrange- 
ments.” But, he adds, 


..+ people of the Northwest, speakin 
through their granges and labor unions an 
civic organizations, have already indicated 
by resolutions and letters that they think the 
TVA type of agency should be established 
in their own region. . .. At the present time 
no less than three Federal agencies are con- 
cerned with the Columbia river development 
program. The United States Bureau of 
eclamation handles the irrigation projects. 
The United States Army Engineers operate 
all undertakings associated with navigation. 
The Bonneville Power Administration sells 
all hydroelectric energy. This is like having 
three kitchens in one hotel—one kitchen for 
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desserts, another for meat dishes, still a 
third for soup and salads; it would take a 
long time to put a meal together under these 
circumstances. . . The region must develop 
new sources of employment and production. 
A Columbia Basin Authority, generating 
power and devising new means for using 
that power, would put thousands of —_ 
to work. The Northwest needs such a life- 
saver when the shipyards and airplane plants 
start to shut down. 


Senator Mitchell is aware of this, the 
author states, and he quotes him as say- 
ing: 

The Pacific Northwest cannot be allowed 
to relapse into a mere agricultural colony of 
the industrialized East. The function of the 
Columbia Basin Authority would be to plan 
the multiple-purpose resource projects of the 
region in such a way as to meet the challenge 
of the postwar period. Such an authority is 
needed for the over-all development of this 
final American frontier. 


Ox is reminded that the expression 
“mere... colony of the... East” is 
a familiar and somewhat overworked 
plaint of some people from the South and 


West, two sections which have benefited 
materially from industrial growth in re- 


cent years. 
Again, making reference to TVA as 


a “pattern,” writer Neuberger offers 


these closing comments: 


Many observers believe that the reap- 
intment by President Truman of David 
Lilienthal as chairman of the TVA 
augurs well for the plans for both the MVA 
and CBA. Lilienthal has been the spiritual 
leader of the group seeking TVA-like 
agencies in other regions. His reappointment 
constitutes an important endorsement of his 
licies by the new President of the United 
tates. Advocates of regional autonomy 
think that an organization patterned after 
the TVA should be set up as soon as possible 
in both the Missouri and Columbia valleys. 
Opponents of the Columbia Basin Author- 
ity claim that the agency would be a “su- 
perstate.” Senator Mitchell has wisely 
pointed out that the CBA would be precisely 
the opposite. It would decentralize power and 
sovereignty. Decisions would be reached in 
the Pacific Northwest and not in Washing- 
ton, D. C., 3,000 miles away. Mitchell faces 
a stiff battle, but he is a fighter. Like Sena- 
tor Jim Murray of Montana, proponent of 
MVA, the young Washington Senator is a 
liberal. He will not abandon Bill S 460 
without putting up the struggle of his life. 


In the foregoing writings one may get 
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a hint of the views, both of the ad- 
vocates and the opponents of the “au- 
thorities 4 la TVA” method of carrying 
out the development of our river basins. 

As the Peter Edson articles point out, 
both sides are readying for the real bat- 
tle, when hearings are continued on the 
MVA Bill after Congress reconvenes in 
October. This subject has been widely 
publicized in press and periodicals. It 
would seem that many people in all walks 
of life have an interest in the outcome. 

The recent public announcement by 


167 electric light and power companies 
of their “convictions and suggestions on 
river development and flood control” jl- 
lustrates a practical approach to this 
question. It will be helpful in the nation- 
wide consideration of this matter if the 
four points set forth in the statement are 
widely read. They afford a basis for 
analysis of proposed authority bills 
which, if followed, would greatly aid in 
clarifying much that is not generally well 
understood on this important subject. 





Electricity, Says Mr. 


Wickard, Can Bring 


“The New Farm Age” 


RITING in a recent issue of The 

New York Times Magazine, 
Claude R. Wickard, the new Rural Elec- 
trification Administrator, “looks to the 
day when rural electrification will aid 
every farmer.” 

In a thoughtful article, the Adminis- 
trator outlines in some detail the vari- 
ous practical ways in which electricity 
can lighten labor and increase production: 
on our farms, while at the same time 
making possible many conveniences and 
contributing to pleasanter living condi- 
tions for those who live and work on the 
land. 

As to this vision of future possibilities, 
the author observes: 

Electric power —now available on less 
than one-half of the nation’s farms and no- 
where near fully utilized on those—will 
spearhead this advance in the rural areas, 
just as the tractor and automobile led rural 
progress a generation ago. 

The gains from this expansion of rural 
electrification will extend far beyond those 
rural areas now lighted by the kerosene 
lamp. A program that would take electricity 
into millions of unserved rural homes would 
make a postwar enterprise measurable in 
billions of dollars of business for industry 
and hundreds of thousands of jobs for labor. 

It is only within the past decade that the 
march of electricity across the country has 
really begun. In that short time it has done 
much to change the pattern of rural life. 


Then, as one illustration of a use of 
electricity on the farm, there is described 
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the gain in efficiency in egg production in 
winter, where longer hours of light mean 
more eggs, with electric warmers as well 
to keep drinking water from freezing. 
Electricity, too, will bring greater free- 
dom from back-breaking and tedious toil 
—it will provide release from many of 
the daily chores. Mr. Wickard makes this 
telling comment : 


A large number of the things that many 
city dwellers—from memory or what their 
parents told them—think of as most char- 
acteristic of farm life concern chores, There 
was the daily ritual of cleaning and filling 
the lamps; electric lighting makes that un- 
necessary. There was the endless task of 
sawing and chopping wood for the heating 
stoves and the big kitchen range; on some 
farms electric ranges and oil heat have done 
away with the need for firewood, and on 
many others a saw powered by an electric 
motor lightens the task. There were endless 
buckets of water to be pumped and carried 
for the livestock and for use in the house; 
electric pumps can switch on automatically 
to keep the water tank filled, and from there 
the water flows under pressure wherever it 
is needed. In many parts of the country cut- 
ting ice from the pond in the winter and 
getting it out of the icehouse in summer 
were regular parts of farm routine; electric 
refrigeration does away with those needs 
and keeps food a great deal better. 


Numerous other ways are mentioned 
where electric appliances are put to good 
use on the farms. Special comment is 
made by the author upon the advantages 
of assured and plentiful supplies of fresh 
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water, pumped by electric power, for 
various kinds of livestock. 


URNING to the activities of the 
Rural Electrification Administra- 
tion, Mr. Wickard states that its “chief 
functions are to make loans and to give 
technical assistance to farmer-owned co- 
éperatives which distribute electric 
power,” and that these local enterprises, 
owned by the people they serve, “are able 
to base their rates on the principle of de- 
livering power at cost.” Also, he added, 
they are interested in the widest possible 
coverage of each area they serve. 

Since 1935 about 2,000,000 farms have been 
electrified, nearly half of them by the direct 
efforts of the REA codperatives. The rest 
of the farm service is being supplied by util- 
ity companies that have shown a new inter- 
est in rural business. 

At the end of last May about 1,250,000 
consumers were served by rural power sys- 
tems financed by REA loans. Nearly 1,000,- 
000 of these users were farmers. The others 
were small rural industries or village dwell- 
ers. Loans totaling almost $425,000,000 had 
been advanced to the 800-odd REA bor- 
rowers. 


Further, the Administrator noted that 
“all but a handful of the codperatives are 
up to schedule or better on their loan pay- 
ments,” and that “total repayments are 
over $19,000,000 ahead of schedule.” 

About 2,500,000 farms, 43 per cent of 
the total number, are described as now 
having electric energy. Despite wartime 
scarcities of materials and man power, it 
is reported that REA-financed co-ops 
have connected nearly 250,000 farms as 
emergency war measures to maintain or 
increase farm production, and the pri- 
vate utilities are credited with connecting 
about one-third as many. 

“Counting other rural dwellings along 
with farms,” Mr. Wickard estimated that 
there are “nearly 5,500,000 potential 
rural customers still without electricity.” 
He believes that the “end of the war will 


set the stage for new high-line construc- 
tion on a tremendous scale,” with an 
equally great demand for electrical ap- 
pliances. 


IX making plans for the postwar peri- 

od, the Administrator states that 
... REA had prepared a comprehensive 3- 
year program involving $580,000,000 of self- 
liquidating loans that could bring electricity 
to 1,300,000 rural users and would represent 
over 600,000 man-years of work and a total 
expenditure of nearly $1,500,000,000. And, 
of course, construction by private utilities 
would swell the industrial activity and em- 
ployment estimates. 


As to funds at hand for its activities, 
he notes that 

Congress already has made available to 
REA $200,000,000 in new funds for the fis- 
cal year that began July Ist. In addition, 
there is a backlog of over $100,000,000 in 
loans previously made for projects on which 
construction has been held up by war, but 
can now proceed. Thus a beginning is being 
made already in the postwar march of rural 
electrification. The same high lines that will 
bring light and power to farm families after 
the war will, at the same‘time, keep wheels 
turning in city factories. 


In reading this very interesting article 
by the head of REA on the outlook for 
rural electrification, one is reminded that 
reports from many sections of the coun- 
try indicate well-developed plans by busi- 
ness-managed electric companies for 
postwar extensions of service to farms 
not already on their lines. 

Also, it recalls an article, “Our Stake 
in Agriculture,” by Frank E. Watts, ex- 
ecutive assistant, the Farm Journal (re- 
viewed in the July 19th issue of the Fort- 
NIGHTLY), in which was pointed out the 
real need of education in this farm elec- 
trification job. And, to quote Mr. Watts, 
“in this educational work the electric 
service company has a great opportunity 
and a great responsibility.” 

' —R. S.C. 





Answers to “Guess Who” Riddles (on Page 295) 


1. Undertaker. 
2. Skunk. 


3. Dog (he has ticks too). 
4. Electric light. 
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AGA Elects Managing Director 


J Frencu Rosinson, president of the Amer- 
e ican Gas Association, recently announced 
that H. Carl Wolf, president of the Atlanta 
Gas Light Company, has been elected manag- 
ing director of the association, effective Oc- 
tober Ist. Mr. Wolf will succeed Alexander 
Forward, managing director since 1923, who 
is retiring from active business. 

The association will hold its annual meet- 
ing on October 24th. To impose a minimum 
burden on transportation facilities and to ob- 
viate the need for hotel accommodations, the 
association will again limit its convention to a 
one-day meeting. 


Utility CIO Affiliate Formed 


ORMATION of a new affiliate of the Congress 

of Industrial Organizations, the Utility 
Workers Union of America, was announced 
early this month by CIO President Philip 
Murray. 

The new union, which was granted a charter 
on August 6th by the CIO, is a combination 
of the former CIO Utility Workers Organ- 
izing Committee, the Brotherhood of Consol- 
idated Edison Employees of New York City, 
and other former affiliates of the Independent 
Utility Workers Union throughout the nation. 

The new union, which has over 60,000 mem- 
bers, is headed by Joseph A. Fisher, New York 
city, president; William J. Pachler, New York 
city, secretary-treasurer ; and Harold J. Straub, 
New York city, and William Munger, Ohio, 
vice presidents. The following are members of 
the executive board: James Daugherty, Gar- 
land Sanders, Reginald Brown, Edward T. 
Shedlock, Patrick McGrath,and John Bequette, 

The officers are temporary, pending a na- 
tional convention, Mr. Murray said. 

Granting of the charter to the Utility Work- 
ers Union of America followed an election last 
month, in which Consolidated employees voted 
by 8,555 to 2,843 to affiliate with the CIO. 


To Press for FEPC 


wo Republican Senators, Joseph H. Ball 
of Minnesota and Harold H. Burton of 
Ohio, on August 7th announced that they and 
others would insist that the legislation to create 
a permanent Fair Employment Practices Com- 
mission be called up and considered early in 
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the autumn, after the congressional recess, 

“Omissions in the legislative program for 
next fall outlined by Senator Barkley [the ma- 
jority leader] and other Democratic Senators 
in floor speeches August Ist, are extremely 
significant,” they said in a joint statement 
“One of the most significant bills apparently 
left completely out of the Democratic program 
is that to establish a permanent FEPC. 

“We believe the minimizing of racial dis. 
crimination in the difficult reconversion period 
through some agency such as the FEPC is one 
of the most important problems facing Con- 
gress. Along with other Republican Senators, 
we shall insist that the FEPC Bill, which has 
been on the Senate calendar for several months, 

given early consideration in the fall.” 

Senators Ball and Burton, together with Sen- 
ator Hatch, are sponsors of a bill calling for 
revision of the Wagner Act which would place 
labor unions under equal responsibility with 
employers. This proposal has been viciously as- 
sailed by both the CIO and the AFL. Philip 
Murray, president of the CIO, recently called 
the Ball-Burton-Hatch Bill obnoxious and also 
called for the enactment of the Fair Employ- 
ment Practices Act. 


“Electrical Capital” Planned 


ROMOTION of Grand Coulee dam as the “elec- 

trical capital” of America is being planned, 
C. C. Dill, former United States Senator from 
Washington and now chairman of a subcom- 
mittee of the Columbia Basin Commission, an- 
nounced last month. 

Plans include construction of an impressive 
“capitol” building to attract attention to an al- 
ready popular spot for tourists, Dill said. The 
building, constructed of Washington materials, 
will feature the natural products of the state. 
In it will be displayed all the latest electrical 
devices for home, farm, and commercial ust, 
giving visitors the greatest electrical show 
the world, Dill added. 


SEC Officials Resign 


HE Securities and Exchange Commission 

recently announced the resignation 0 

d C. Cook, Escanada, Michigan, and 

Ralph T. McElvenny, Tacoma, Washington, 

as assistant directors of the public utilities di- 
vision and the appointment of David 

Kadane, New York, and Robert F. Kraux 
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Rocky River, Ohio, as their successors. Cook 
will become special assistant to Attorney Gen- 
eral Tom Clark. McElvenny will enter pri- 
yate employment. 

Kadane is special counsel to the division at 
present and Krause is a principal attorney. 
Harry G. Slater, Newton, Massachusetts, an- 
other principal attorney in the division, will 
take over Kadane’s duties. 


Court Considers Stay 


HE third circuit court of appeals took un- 
der advisement on August 13th a petition 


by thirty-one stockholders of Commonwealth 
& Southern Corporation, asking for a stay on 
all proceedings in connection with the com- 
pany’s reorganization until the court rules on 
their appeal of the Securities and Exchange 
Commission’s approval. 

The objectors, represented by Alfred J. Sny- 
der, Philadelphia, hold 325,000 shares of com- 
mon stock. They contend the plan is unfair to 
common stockholders and that SEC approval 
is based on “false and erroneous” conclusions. 

The SEC asked that the appeal be dismissed 
on the ground that the appellate court has no 
jurisdiction at this point in the case. 


Arkansas 


To Buy Water System 


HE city council agreed on August Ist on 
terms of purchase of the Helena water 
system from Gus B. Walton, owner of the Ar- 
kansas Utilities Company, and recommended 
to the Helena Water Commission terms of a 
contract under which Mr. Walton would con- 
tinue to operate the system for the city. 
Purchase price is $360,000 in 24 per cent reve- 
nue bonds, to be delivered to Mr. Walton with 
the right to convert the bonds, which will 
mature in forty years, to a lower coupon bond. 


Mr. Walton is to purchase $65,000 worth of 
additional 24 per cent waterworks revenue 
bonds, proceeds of which will be used for 
working capital and improvements recom- 
mended by the engineers who made an ap- 
praisal of the properties for the city several 
months ago. 

Mr. Walton is to operate the system for 10 
per cent of the net operating revenues of the 
system, under a contract with the water com- 
mission. The contract contains a clause mak- 
ing it possible for either the city or Mr. Walton 
to cancel it at any time on thirty days’ notice. 


Illinois 


Traction Plan Held Unfair 


HE Securities and Exchange Commission 

filed an opinion recently with Federal 
Judge Michael L. Igoe on the Chicago trac- 
tion municipal ownership plan. 

The SEC opinion said the price of $12,- 
162,500 for the acquisition by the city of the 
properties of the Chicago Rapid Transit Com- 
pany is fair. It held, however, that the 
$75,000,000 to be offered for the properties 
comprising the Chicago Surface Lines is less 
than the minimum of a reasonable range of 


value. However, the commission believes the 
offer for the Chicago Surface Lines would 
fair if the plan were amended to provide for 
the following: 

(1) Waiver by the city of its claims to the 
“city compensation fund,” which amounted to 
$5,263,048 as of January 31, 1945, set aside 
for the possible payment of compensation for 
the use of the city streets since July 15, 1938, 
and (2) the retention by the trustee of net 
earnings up to the date of transfer of the 
properties to the city instead of only to April 
30, 1945, as provided in the city’s plan. 


Indiana 


Separate Units Approved 


Testimony in support of the petition of the 
Public Service Company of Indiana to 
separate its electric utilities from gas and 
water service was heard early this month by 
the state public service commission. The com- 
mission on August 11th issued a written order 
approving the separation. 

petition, which requires approval by 
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the Securities and Exchange Commission, the 
state commission, and at least three-fourths 
of the company’s shareholders to be effective, 
asks that gas and water utilities in the many 
Indiana cities and towns served by the com- 
pany be administered by a new company, the 
Indiana Gas & Water Company, Inc. The 
electric utilities still would be operated by the 
Public Service Company of Indiana. 

The company now operates in 70 of the 
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state’s 92 counties, serving 606 municipalities 
and unincorporated communities, including ru- 
ral areas. 

Robert A. Gallagher, president, and L. B. 
Schiesz, executive vice president of the Public 
Service Company, were principal witnesses at 
the hearing on August 6th. They described 
the refunding plan under which the new com- 
pany would buy the gas and water interests 
at a price of $14,500,000, established December 
31, 1944. They said it is anticipated that ap- 
proximately $6,000,000 of the funds needed to 
pay the purchase price would be obtained 
through the issue and sale to the public of 
first mortgage bonds. The balance would be 
obtained, they testified, through the sale of 
the Public Service Company of the common 
stock of the new company. 

Mr. Gallagher said division of services was 
considered feasible since the electric and gas 
utilities are in competition in many respects, 
particularly as to heating and cooking, al- 
though both gas and electricity and appliances 
for each now are sold by identical staffs. He 
said they consider it advisable to retain gas 
and water service in one company since “their 
maintenance problems are the same and can 
be met by identical maintenance staffs.” 


Boost State Publicity 


Accerrance by the state department of com- 
merce and public relations of a $31,000 


gift was announced recently by Lieutenan 
Governor Richard T. James, director of the 
department. The funds, Mr. James said, wil} 
be used in a national advertising campaign 
featuring Indiana’s industrial advantages, The 
donation, first to be made under provisions 
of the 1945 law creating the division, was made 
by 13 Indiana gas and electric utilities and 
carried with it the approval of Governor Ralph 
F. Gates, as provided by the law. 

In a ceremony marking official acceptance 
of the offer in Governor Gates’ office, the 
governor and Mr. James thanked the utility 
representatives for their “faith and confidence 
in the future of Indiana.” 

Utilities underwriting the gift are: Public 
Service Company of Indiana, Inc., Northern 
Indiana Public Service Company, Indianapolis 
Power & Light Company, Indiana-Michigan 
Electric Company, Southern Indiana Gas & 
Electric Company, Indiana Service Corpora- 
tion, Central Indiana Gas Company, Terre 
Haute Gas Corporation, Vincennes Gas Corpo- 
ration, Southeastern Indiana Power Company, 
and Madison Light & Power Company. 

Mr. James, in thanking the donors, pcinted 
out that the annual legislative appropriation 
of $20,000 to the department for all expenses 
is not of itself sufficient to permit an adver- 
tising campaign. 

He said the money would be used to place 
advertisements in industrial and business maga- 
zines of national circulation. 


Louisiana 


Move to Halt Gas Exports 


Attovt support‘of the Louisiana legislative 
mandate directing strict conservation of 
the state’s natural gas was pledged on August 
10th in companion statements issued by Gov- 
ernor Jimmie Davis and Conservation Com- 
missioner Joseph L. McHugh, who said they 
were in complete accord on the program, 
despite persistent rumors of differences of 
opinion. 

The governor declared there was no foun- 
dation for any doubt as to unity of purpose 
of the executive and conservation departments. 
And McHugh, agreeing, pledged his codpera- 


tion and advanced a 6-point program opposing 
waste of state gas in areas with coal or hydro- 
electric power, and proposing a study toward 
statewide gas prcration. 

The state natural gas conservation com- 
mittee, appointed by Governor Davis and given 
a $100,000 appropriaticn with approval of the 
state legislature, was scheduled to meet August 
13th to consider adoption of a formal resolu- 
tion reaffirming its support of the policy set 
forth by the 1942 legislature. ; 

The state has for several years officially 
opposed plans to export gas from Louisiana, 
in recent months to the extent of seeking court 
action to halt such projects. 


Oregon 


Delay Won in PUD Case 


USTAINING the city’s demurrer to an alterna- 

tive writ of mandamus, Circuit Judge Earl 
Latourette ordered a 5-day postponement re- 
cently in the court action initiated by the north- 
ern Wasco County Peoples Utility District 
in connection with a power franchise election 
in The Dalles. 
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Judge Latourette permitted PUD attorneys 
to file an amended writ, reducing the time 
limit on the city’s reply from ten to five days 
in view of urgency in the case. The PUD is 
seeking to force the city administration to call 
a special election September 18th on the fran- 
chise proposal, following the city’s rejection 
of petitions asking that the issue be decided 
at the polls, 
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Judge Latourette held that if the city files 
a demurrer to the new writ it must have an 


answer prepared, in the event that such a de- 
murrer is overruled. 


Pennsylvania 


Labor Board to Hear Case 


HE controversy between the Pennsylvania 

Power & Light Company and the Em- 
ployees Independent Association involving con- 
tract demands by the association, which was 
referred to the National War Labor Board 
on July 20th, will be heard August 30th. 

The association is asking a wage increase, 
overtime pay for shift employees who work 
on holidays, shift differential pay of 4 and 
6 cents an hour, depending on whether eve- 
ning or night shift, emergency duty stand-by 
allowance of equivalent to one hour’s pay, 
minimum pay for call-out jobs or scheduled 
jobs that are canceled, and payment of $1.50 
daily towards board and lodging for construc- 


tion and transmission utility crews so long as 
they are away from home. 


Ex-GI’s Taxi System Approved 


A PROPOSAL to start an independent taxicab 
system run by discharged servicemen hzs 
been approved by Mayor Bernard Samuel of 
Philadelphia. 

A delegation representing the “G. I. Taxicab 
Association,” a group of sixty-two ex-service- 
men, met with the mayor recently. They are 
seeking the right to buy and operate their own 
cabs. “I am solidly behind any plan that will 
help to rehabilitate returning servicemen, and 
if this GI taxi plan answers the purpose I am 
for it,” the mayor said. 


South Carolina 


Bids for Santee Power 


tp South Carolina Electric & Gas Com- 
pany, Columbia, has joined the South Car- 
clina Power Company, Charleston, in nego- 
tiating for the joint purchase of 200,000,000 
kilowatt hours per year from the Santee- 
Cooper hydroelectric project, it was announced 
on August 9th. 

R. M. Jefferies, general manager of the 
state-owned power project, said the two com- 
panies sought to contract for nearly half the 
425,000,000-kilowatt-hour primary power an- 
nual output of the project, at an annual cost 
of approximately $1,000,000. 

S. C. McMeekin, vice president of the Co- 
lumbia company, reported that the two com- 
mercial firms were seeking 100,000,000 kilo- 
watt hours each. Tentative proposals for the 
purchase were to be studied by the Santee- 
Cooper board of directors at a meeting in 
Moncks Corner on August 13th. However, 
Jefferies said, no definite action would be taken. 

“We must consider whether it would be 
best for the development of South Carolina to 
sell Santee-Cooper power to these two large 
consumers or to portion it out to smaller, 
individual purchasers,” Jefferies said. “If we 
vote to deal with the power companies, ad- 
justments in rates and costs must be made 
before the contract is closed.” 

McMeekin said the Columbia company has 
fora number of years been obtaining 48.000,000 
kilowatt hours per year from Santee-Cooper, 
and that the purchase of the additional power 
was planned in order to meet the demands of 
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an expected industrial expansion in the Co- 
lumbia area. 

“Whether we buy the Santee-Cooper power 
or not, we still will expand our power output 
to that extent after the war,” he said. 

“The South Carolina Electric & Gas Com- 
pany in preparing for the postwar power needs 
of Columbia and central South Carolina )ias, 
for several years, given consideration to the 
installation of a large, efficient, high-pressure 
steam-generating unit. 

“Believing that the Santee-Cooper hydro- 
electric project may in the near future have a 
large amount of surplus firm energy available 
for sale, due to the curtailment of power re- 
quirements of certain war industries it is now 
serving, this company has, in conjunction with 
the South Carolina Power Company of 
Charleston, opened negotiations with Santee- 
Cooper for a portion of its surplus energy in 
lieu of installing a new steam unit within the 
next year or so. 

“It is expected that the rate to be paid to 
Santee-Cooper for the power will be deter- 
mined on the basis of the cost to the company 
of generating the power with a new steam- 
generating unit. 

“The proposal now under consideration 
would give Santee-Cooper the right to recap- 
ture or reclaim any or al! of the firm power 
contracted for, to serve new industries that 
may be brought into the Santee-Cooper area. 
Also, special provisions would be made for 
the distribution of wholesale power to codp- 
eratives. 

“Details of the proposal have not been 
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“Any plan that may be agreed upon would 
be subject to the approval of the South Caro- taled $2 
lina Public Service Commission.” 1934 to 


, in whic 


Tennessee 


worked out, but rather a broad plan that 
should prove most beneficial in the future de- 
velopment of South Carolina. 


1943. 


Company Sale Announced 


ONTROL of the Nashville Gas & Heating 

Company was transferred last month 
from the United Gas Improvement Company 
of Philadelphia to Tennessee Natural Gas 
Lines, Inc:, Nashville. The sale of all the 
common stock of the company was made with 
the approval of the Securities and Exchange 
Commission. 

Wade Thompson is president of Tennessee 
Natural Gas Lines, Inc. L. B. Richards will 
remain as president of Nashville Gas & Heat- 
ing Company, which position he has held since 
the beginning of the year, when he replaced 
Samuel E. Linton, who retired after twenty- 
nine years with Nashville Gas & Heating 
Company, and forty-six years with subsidiary 
companies of the United Gas Improvement 
Company. : 

As soon as conditions permit, it is planned to 
convert Nashville from manufactured gas to 
natural gas, obtaining a supply from the 24- 


inch pipe line of the Tennessee Gas & Trans- 
mission Company, which passes within 17 miles 
of the city. 


Gas Supply Expanded 


EMPHIS Licut, GAS & WarteER Division 

recently made provisions for increasing 
the gas department’s output of gas by 
15,000,000 cubic feet a day. It is enough to 
prevent the curtailment of fuel to some essen- 
tial businesses in event of extremely cold 
weather this winter, 

The additional gas will be manufactured at 
the Kansas street station with equipment for 
which contracts have been awarded. 

Under the expanded plan for manufacturin 
artificial gas, the division has purchased fd 
storage tanks in which liquid propane will be 
stored for emergencies. This equipment and 
other accessories were purchased for $104,120, 
This amount of propane, when vaporized, will 
provide 9,000,000 cubic feet of gas a day. 


Texas 


Butane Gas Rules Clarified 


rnovisions of the butane gas act passed by 

the forty-ninth legislature were clarified for 
the gas utilities division of the state railroad 
commission recently in an opinion from the 
attorney general’s office. 

The opinion outlined proper procedure for 
licensing of operators coming under the act 
and the holding of hearings by the commission. 
It was held the applicant must file a $2,000 
bend before his license to engage in business 
is issued and he must agree to furnish an 
indemnity bond. The length of time given to 
file the indemnity bond can be set out in the 
license, it was ruled. 

Butane operators were said to be consider- 
ing plans to set up a company to issue the in- 
demnity bonds. 


Electric Rates Reduced 


Ane enjoying the lowest light rates in 
Texas, Houstonians will have their light 
bills cut $595,000 for the year beginning Sep- 
tember 25th. It was the twenty-first rate re- 
duction in the thirty years during which the 
Houston Lighting & Power Company operated 
under a “profit-sharing” agreement with the 
+ of Houston. 

he agreement was canceled by the city, it 


was announced early this month. In its place 
will be an “operating agreement” whereby the 
company will furnish certain services free and 
will reduce charges on other services to the 


city. 

Since 1915 the numerous rate reductions 
have resulted in a saving of $3,631,335 to the 
consumers; revenues and benefits to the city 
have totaled $3,468,881; the company’s facili- 
ties have expanded steadily ahead of the de- 
mand for light and power; and Houston has 
been one of the few cities where there has 
been no litigation between the municipality and 
the light company. 

The 20-year-old profit-sharing agreement 
between the city of Houston and the United 
Gas Corporation was canceled by the city 
council at a special meeting held July 30th. 

The gas company’s agreement has not re- 
sulted in any payments to the city since it was 
begun in 1925, and at present the compart 
would have to make more than $10,000,000 
before the city would get a share, W. Clinton 
Owsley, city utilities supervisor, told council 
several months ago when notice of intention 
to cancel the agreement was given. The agree- 
ment allowed the company an 8 per cent re- 
turn on its investment. 

It was believed the company contemplated 
a rate reduction this year somewhere in th 
neighborhood of the $364,200 cut made im 
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1943. Since 1933 annual reductions have to- 
taled $2,799,753, and were made each year from 
1934 to 1943, inclusive, last year being the first 
in which no cut was made, 


Turn Down Union 


B's operators and shop mechanics of the 
Houston Electric Company voted nearly 2 
to 1 against being represented by the Amal- 
gamated Association of Street Electric Rail- 
way and Motor Coach Employees, an AFL 
afiliate, in an NLRB election early this month. 

The vote was 355 for the union and 609 
against. 

There are 1,051 employees of the company 
digible to vote, it was asserted, and 976 votes 


were cast—or about 93 per cent. Seven of the 
votes were challenged and were not counted 
and five were listed as void ballots and not 
counted. 

President Carl B. Frazer of the Houston 
Electric Company issued the following state- 
ment: 

“I am gratified that such a large percentage 
of those eligible to vote participated in the elec- 
tion. Such an election is merely the demo- 
cratic way of the men, themselves, deciding 
who shall represent them in their relations with 
the company. The majority has expressed its 
preference. But the most satisfying thing, in 
my opinion, is that 93 per cent of the eligible 
voters took advantage of the opportunity to ex- 
press their views.” 


Washin gton 


Franchise Vote Delayed 


T= Washington Water Power Company 
will have until March Ist to apply for a 
new franchise, instead of being required to 
file for a franchise by September 7th. The ex- 
tension was granted by the Spokane city coun- 
cil on August 9th on request from Kinsey M. 
Robinson, president of the Water Power Com- 
pany, 

Granting a franchise requires a vote of the 
people, and the original franchise date would 
require holding of a special election early in 
the fall, Robinson said. Under city ordinance 
another special election cannot be held for six 
months thereafter, and city officials have been 
contemplating a special election early in 1946 
for a vote on the sewage disposal project and 
the civic auditorium. 

The franchise deadline was extended to per- 
mit all the questions to be settled in one spe- 
tial election late next winter or early in the 
spring, when cost estimates and specifications 
for the sewage disposal and auditorium proj- 


ects will be in a complete enough form that 
the people can vote on them. 


Approves Suits of PUD 


bY FL eer yon Grance 82, of Orchards, has 
passed resolutions endorsing suits to 
condemn properties of three privately owned 
power companies in Clark county, PUD offi- 
cials announced recently. 

The resolutions set forth that “since most 
of the important dams of the Pacific North- 
west are owned by the people and... the 
private power companies owning transmission 
lines have failed to supply power at the cheap- 
est possible rates . . . and because of the word- 
ing of a recent postcard poll it was ignored 
and not returned by many .. . we support the 
public utility district commission in its efforts 
to acquire the power properties.” 

The mention of a postcard poll refers to a 
poll conducted by two of the companies, re- 
sulting, it was claimed, in a majority vote 
against condemnation. 


* 
West Virginia 


FPC Approves Proposals 


ROPOSALS by the Monongahela Power 

Company, Fairmont, formerly Mononga- 
hela West Penn Public Service Company, for 
disposition of $4,756,819 of amounts recorded 
in its plant accounts, were recently approved 
by the Federal Power Commission. This 
amount, added to $7,687,591 previously dis- 
posed of in accordance with the commission's 


order of February 12, 1941, makes a total of 
$12,444,410. 


The ‘present FPC order directs the com- 
pany to dispose of $2,587,784 in Account 100.5, 
lant Acquisition Adjustments, by amortizing 
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the amount over a 15-year period beginning 
July 1, 1945. Of this amount, $1,749,730 was 
carried in the electric plant accounts and $858,- 
053 in gas plant accounts. The total repre- 
sents excess of purchase price of plant over 
original cost. 

The order directed that $2,169,035 carried in 
Account 107, Electric Plant Adjustments, be 
eliminated by a charge to Account 258.2, Re- 
ve for Disposition of Amounts in Account 


The chairman of the West Virginia Public 
Service Commission notified the FPC that the 
state commission’s staff finds the proposed 
dispositions appropriate, 


AUG, 30, 1945 





The Latest 
Utility Rulings 


Delay and Expense Considered in Exempting 
From Competitive Bidding 


CERTIFICATE of authority to issue 
A and sell $13,855,000 principal 
amount of refunding mortgage bonds, 34 
per cent series due 1970, without the 
necessity of competitive bidding, was 
granted to the Washington Gas Light 
Company by the public utilities commis- 
sion of the District of Columbia. The 
commission found that this was a proper 
case for waiving its competitive bidding 
rule. 

While the commission recognized the 
desirability of competitive bidding, it did 
not believe that the public interest 
demanded that this rule be adhered to in 
all instances, but that each case should 
be considered on the facts peculiar to 
the matter under consideration. 

lt was estimated by the company that 
the public sale method would cost the 
company at least $200,000 more than if 
the bonds were sold privately. A public 
offering would require the filing of a 
registration statement with the Securities 
and [I-xchange Commission. Preparation 
of the many documents and necessary 
procedural steps incident to complying 
with these legal requirements, plus com- 
pliance with the District commission’s 
competitive bidding rule, would postpone 
the sale of the bonds for some months 
Neither the commission nor the company 
had any assurance that the bond market 
would be as favorable in the future. 

It had been testified that one of the 


factors which caused the company to 
decide on a private sale was the fact that 
there was not as favorable a market for 
gas bonds as for similar securities of 
other utilities. The company had en- 
gaged the First Boston Corporation to 
assist and advise it in refinancing. This 
had resulted in an arrangement for the 
sale of the bonds to insurance companies. 

The bonds were to be sold at a price of 
103.87 per cent of principal amount plus 
accrued interest to date of delivery, with 
2 yield to the purchasers of 2.90 per cent 
per annum. 

The commission said: 

The commission is impressed by the 
definite assurance of $1,937,237 savings in 
interest charges, and by the avoidance of an 
estimated minimum of $200,000 additional 
expenses which would be incurred in a public 
sale program. As the utility’s expenses play 
a major part in the determination of gas 
rates, any savings in its expenses would be 
in the public interest. Because of these sav- 
ings and since the commission is satisfied 
that the terms, conditions, price, and yield of 
the proposed bonds are fair and reasonable, 
and further because of the unquestioned de- 
sirability of simplifying the company’s capi- 
tal structure and improving its capital posi- 
tion, the commission feels it would not be in 
the pubtic interest to hazard the risk of the 
many imponderables in the gas utility bond 
market by insisting that the bonds be sold 
publicly some months hence. 


Re Washington Gas Light Co. (Order 


No. 2933, PUC No. 2424, GD No. 179, 
Formal Case No. 347). 


7 


Discrepancy between Intrastate and Interstate 
Tolls Unlawfully Discriminatory 
$a Southern Bell Telephone & 


Telegraph Company was ordered 
by the Tennessee commission to eliminate 
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discrimination between interstate long- 
distance telephone rates and higher long- 
distance rates for calls within the state. 
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THE LATEST UTILITY RULINGS 


The company was allowed until Novem- 
ber 1, 1945, to revise tariffs to correct all 
discrimination, either reducing the intra- 
state toll rates to the interstate level or 
ctherwise making the rates conform. 

Although it had been said that this ques- 
tion did not greatly affect the ordinarv 
telephone user who calls long distance 
only occasionally, if at all, the commis- 
sion said it was important to businesses 
which use long distance frequently. If 
long distance in Tennessee costs more 
than interstate long distance, this may in- 
fluence business to locate outside Ten- 
nessee Or across a state line. This affects 
Tennessee employment and wage earn- 
ers, whether telephone users or not. 

The company agreed that its charge 
for Tennessee toll messages was above a 
tair return. It also agreed that the Ten- 
nessee rate was higher than the interstate 
rate for the same service performed at 
the same distance. Therefore, said the 
commission, there was no question that 
the interstate user received an advantage 
and the Tennessee user a disadvantage. 

The company argued that it was en- 
titled to an excessive return on its long- 
distance investment because its revenue 
requirements on other properties were 
high and its return on other properties 
was low. It claimed that if toll rates were 
lowered, not its toll property, but other 
property would be confiscated. The com- 
mission replied : 


The company, however, is in the excess 
profit top bracket for payment of Federal 
income tax and the proof is that it will re- 
main there if the toll reduction is made. We 
are puzzled how any property might be said 
to be “confiscated” under such circumstances. 


The commission was of the opinion 
that the company was earning a fair re- 
turn upon local exchange property, more 
than a fair return upon long-distance 
ptoperty, and more than a fair return 
upon its property as a whole. The com- 
mission found no reason to increase local 
exchange rates. The commission con- 
tinued : 

The company cannot avail itself of the 
argument that “policy” permits it to dis- 
criminate against the long-distance user by 
requiring him to pay more than the fair 
rate for the service rendered. No such 
“policy” is known to this commission. 


The commission could not agree that 
discrimination was justifiable because the 
service was rendered under substantially 
different circumstances and conditions. 
The identical wire might carry multiple 
messages, both Tennessee and interstate, 
with the same poles, conduits, and facili- 
ties. Yet it cost more to telephone in Ten- 
nessee just inside the state line than to 
go across the line, call back into Ten- 
nessee, and have the same conversation. 
There was also found to be discrimina- 
tion in overtime charges. Re Southern 
Bell lama Telegraph Co. (Docket 
No. 2665) 


7 


Censorship of Programs by Broadcasting 
Station Disapproved by Commission 


f Ge Tederal Communications Com- 
mission recognizes that the physical 
limitations on the amount of spectrum 
space available for radiobroadcasting 
and the large demands upon radio sta- 
tions for the use of time make it impos- 
sible for every person desiring to use the 
facilities of a station to be granted this 
ee It also recognizes that, under 
§ 3(h) of the Communications Act, 
broadcast stations are expressly declared 
not to be common carriers. 

These facts, however, in the opinion 
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of the commission, do not impinge upon 
the duty of each station licensee to be 
sensitive to the problems of public con- 
cern in the community and to make suf- 
ficient time available, on a _ nondis- 
criminatory basis, for full discussion 
thereof, without any type of censorship 
which would undertake to impose the 
views of the licensee upon the material 
to be broadcast. 

The commission’s views are expressed 
in a decision relating to a joint motion 
filed by certain labor organizations and 
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the United Broadcasting Company, 
licensee of station WHKC, requesting 
the commission to adopt a statement of 
policy which had been agreed upon by 
the parties and to enter an order dismiss- 
ing a petition by the labor organizations 
against renewal of the license. The com- 
mission was of the opinion that the joint 
motion should be granted and the 
proceeding dismissed. It said: 


No single or exact rule of thumb for pro- 
viding time, on a nondiscriminatory basis, 
can be stated for application to all situations 
which may arise in the operation of all sta- 
tions. The commission, however, is of the 
opinion that the operation of any statiou 
under the extreme principles that no time 
shall be sold for the discussion of contro- 
versial public issues and that only charitable 
organizations and certain commercial in- 


terests may solicit memberships is inconsist. 
ent with the concept of public interest estab. 
lished by the Communications Act as the cri- 
terion of radio regulation (Re the May. 
flower Broadcasting Company, 8 FCC 338). 
The commission recognizes that good pro. 
gram balance may not permit the sale or 
donation of time to all who may seek it for 
such purposes and that difficult problems 
calling for careful judgment on the part of 
station management may involved in 
deciding among applicants for time when 
all cannot be accommodated. However, com- 
petent management should be able to meet 
such problems in the public interest and with 
fairness to all concerned. The fact that it 
places an arduous task on management 
should not be made a reason for evading the 
issue by a strict rule against the sale of time 
for any programs of the type mentioned, 


Re United Broadcasting Co. (WHKC) 
(Docket No. 6631). 


e 


Authorization of Service by Motor Carrier 
Affiliate of Railroad Upheld 


of an order of the Interstate Com- 
merce Commission authorizing service 
by a motor carrier affiliate of the 
Pennsylvania Railroad was reversed by 
the United States Supreme Court. The 
commission’s findings as to public con- 
venience and necessity were sustained. 
The national transportation policy, it 
was said, requires administration so as to 
preserve the inherent advantages of each 
method of transportation and to promote 
safe, adequate, economical, and efficient 
service. In such situations the solution 
lies in the balancing by the commission 
of the public interest in the different types 
of carriers, with due regard to the 
declared purposes of Congress. It was 


Fer pepe enjoining enforcement 


said to be abundantly clear that Congress 
did not intend to bar railroads from the 
operation of off-the-rail motor vehicles. 
Dealing with a contention that there 
was a failure of proof since no evidence 
was offered as to the inadequacy of the 
presently duly certified motor carriers to 
serve the railroad’s needs, the court said: 
The public is entitled to the benefits of im- 
proved transportation. Where that improve- 
ment depends in the commission’s judgment 
upon a unified and limited rail-truck opera- 
tion which is found not “unduly prejudicial” 
to motor carrier operations, the commission 
may authorize the certificate even though 
the existing carriers might arrange to furn- 
ish successfully the projected service. 


Interstate Commerce Commission et dl. 
v. Parker. 


e 


Appeal from Order Denying Free Transportation 
To Servicemen Dismissed 


"Th city of Pittsburgh petitioned the 
Pennsylvania commission to issue 
an order or ruling authorizing the Pitts- 
burgh Railways Company and several 
local bus companies to allow members of 
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the armed forces of the United States, 
when in uniform, to ride free of charge, 
for the duration of the war. The com- 
mission dismissed the petition on the 
ground that this would constitute dis 
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crimination forbidden by both constitu- 
tional and statutory laws. [Re Free 
Transportation for Armed Forces (Pa 
1944) 55 PUR(NS) 1.] The superior 
court has dismissed an appeal by the city. 

The commission had moved to quash 
the city’s appeal on the grounds (1) that 
the city was not a party affected by the 
erder within the applicable statutes, and 
(2) that the issue raised by the appeal 
was moot as the record showed that the 
transit companies had expressed dis- 
inclination to grant the privilege sought, 
and, if the order were granted, free trans- 
portation would not be furnished. A 
member of the United States Navy, on 
behalf of himself and other members of 
the armed forces, was allowed to inter- 
vene on appeal. 

The commission, created by statutory 
law, said the court, derives its authority 
from legislative action. Its powers are 
confined to those expressly granted or 
which may be necessary and proper to 
carry out those specifically declared. No 
claim was made in this case that there 
had been compliance with the statutory 
requirements as to filing a written com- 
plaint, serving the complaint, and serv- 
ing a notice of hearing. 

An order from which an appeal to the 
court may be taken is one that has been 
issued by the commission after its juris- 
diction has been legally invoked. This 
original petition, said the court, could 


not be viewed as a complaint, nor the 
decree an exercise of the commission’s 
judicial powers. The petition was mere- 
ly a formal request for an administrative 
rule or interpretive opinion reflecting the 
commission’s official attitude concerning 
the subject of the inquiry. The court 
found no express provision in the law 
authorizing the commission to issue ad- 
ministrative rulings or interpretive 
opinions, although the commission would 
have authority to give an interpretation 
of its own rules and regulations. The 
court concluded : 


We find nothing in our Public Utility Law 
that evinces an intention by the legislature 
that the commission may in its discretion 
issue an order permitting free rides. As- 
suming it entered such an order, it could 
not compel its execution. In such circum- 
stances the commission cannot be charged 
with failure to exercise reasonable discretion 
in not making an unenforceable order. 

Nothwithstanding there may be a strong 
desire to extend all considerations and cour- 
tesies possible to members of our armed 
forces, commissions and courts must act 
within, and cannot exceed, their jurisdiction. 
They are not justified in indulging their 
generous impulses by ordering either cor- 
porations or individuals to permit the free 
use of their property by those who perchance 
the members of commissions or courts 
would like to favor. The refusal to enter 
this nonjudicial order the city requested is 
not appealable to this court. 


City of Pittsburgh v. Pennsylvania Pub- 
he Utility Commission. 


e 


Issuance of Notes to Finance Purchase of 
Busses Approved 


Tz department of public utilities of 
Massachusetts granted a petition of 
the Holyoke Street Railway Company 
for approval of the issuance of notes not 
to exceed in the aggregate at any one 
time outstanding the sum of $100,000. 
The notes were to be payable in four 
qual annual instalments for the pur- 
pose of financing the purchase of motor 
coaches or busses. The portion of the 
purchase price to be included in the 
above amount was stated as not to exceed 

per cent of such price. 

This matter of financing was said to be 
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a departure from previous financing 
procedure. It was this departure which 
seemed to bring the matter within the 
jurisdiction of the department under 
§ 28 of Chap 161 of the General Laws. 
Previously such a purchase was financed 
by direct contract between buyer and 
seller, using the expedient of a con- 
ditional bill of sale. Now the com- 
pany proposed to effect the financing by 
the issue of notes secured by chattel 
mortgage of the purchased property to 
the Massachusetts Mutual Life Insur- 
ance Company. It was stated that this 
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method of financing would result in a 
reduction of financing costs of approxi- 
mately 5 per cent. Quoting from the 
commission report: 


This saving would result since the interest 
upon the proposed note issue will be at 3 
per cent, while the financing cost by the 
other method amounts to at least 8 per cent. 
To finance the purchase of these busses by 


HE United States Supreme Court 

held that a contract water carrier 
seeking a “grandfather” certificate cov- 
ering charter operations need not make 
a showing as to the nature of the services 
rendered, the commodities carried in, or 
the points served with, its vessels, since 
the act is not concerned, so far as it re- 
lates to chartering, with the character of 
the commodity, but takes account only 
of the furnishing of the vessel ; but it also 
held that a contract water carrier may 
not found “grandfather” rights to trans- 
portation other than chartering service 
upon a showing only of chartering op- 
erations. Barrett Line, Inc. v. United 
States et al. 


The Wisconsin commission author- 
ized an increase in telephone rates to 
produce a return of 6.5 per cent, holding 
that a return of 10.9 per cent under pro- 
posed rates would be unreasonable ; dis- 
approved an additional monthly charge 
for desk-set or handset equipment ; and 
considered an actual increase in toll rev- 
enues, stating that there was no convinc- 
ing evidence that toll revenues might not 
continue substantially at the present 
level, although the company contended 
that such increase was largely temporary. 
Re Fennimore Telephone Co. (2-U- 
2061). 


The Wisconsin commission author- 
ized increased rates for two telephone 
companies to produce a return of 6 per 
cent ; disapproved identical rates for ur- 


Note.—The cases above referred to, where decided b 
will be published in full or abstracted in 
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borrowing money instead of paying for them 
in cash would also benefit the company by 
releasing corporate funds for corporate pur- 
poses among which would be the company’s 
expressed purpose of retiring preferred 
stock, thereby making possible a saving on 
income tax liability by substituting, in eect, 
a liability in place of invested capital. 


Re Holyoke Street Railway Co. (DPU 
7273). 


7 


Other Important Rulings 


ban business and residence service of 
like quality ; and disapproved subscriber 
ownership of instruments, recommend- 
ing that the utilities acquire all telephone 
instruments on their lines as soon as 
possible. Re Annaton-Preston Teleph. 
Co. (2-U-2056); Re Grant County 
Teleph. Co. (2-U-2057). 


A Federal District Court held that or- 
ders of the Interstate Commerce Com- 
mission denying a motor carrier’s appli- 
cation for a certificate on the ground that 
it was not required by public necessity 
and denying, without comment, a peti- 
tion for reconsideration seeking dismiss- 
al of the application on the ground that 
the carrier’s existing “grandfather” cer- 
tificate authorized such service and that 
an additional certificate was unnecessary, 
constituted negative orders which were 
not reviewable. Motor Freight Express 
v. United States et al. 60 F Supp 238. 


The Supreme Court held that a state 
law limiting the length of interstate 
trains passing through the state is viola- 
tive of the commerce clause of the Fed- 
eral Constitution, even in the absence of 
congressional legislation relating to the 
matter, where the state interest is out- 
weighed by the interest of the nation in 
an adequate, economical, and efficient 
railway transportation service, which 
must prevail. Southern Pacific Co. v. 
State of Arizona ex rel. John L. Sullivan, 
Attorney General of the State of Ar- 
zona. 
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RE TIDE WATER POWER CO. 


NORTH CAROLINA UTILITIES COMMISSION 


Re Tide Water Power Company 


Docket No. 2888 
June 22, 1945 


NVESTIGATION of electric rates for Federal Public Housing 
Authority; rate schedule established. 


Rates, § 344 — Electric — Government housing authority. 


An electric utility company was required to apply a special rate schedule, 
applicable to energy at available primary distribution voltage, for govern- 
ment owned and operated housing projects and housing projects owned and 
operated by the housing authority of a municipality, where energy is sold 
through one master meter for each project and not used for resale service, 
except that customers may distribute energy to tenants of the project as an 
incident of tenancy, meter readings not to be grouped for billing purposes. 


(Jounson, Commissioner, dissents.) 


By the Commission: Pursuant to 
agreement Mr. V. J. Villwock, of the 
Federal Public Housing Authority; 
and A. E. Jones, General Manager, 
and Louis Poisson, Counsel of the 
Tide Water Power Company, met with 
Commissioners Winborne, Hunter, 
and Johnson and discussed the ques- 
tion of fixing a proper rate for the 
Tide Water Power Company applica- 
le to government-owned and other 
ike Housing Projects in the Wil- 
mington, North Carolina, area of the 
company, owing to the fact that the 
rate now being used under contracts 
will expire on July 1, 1945, due to can- 
elation of contracts. 

Mr. Villwock presented maps of 
the several government-owned proj- 
ts operated in the Wilmington area 
by the authority which he represented 
pnd took the position that these 
projects were entitled to service under 
ate Schedule No. 2 of the Tide Wa- 
et Power Company which would pro- 
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duce a much lower charge than the 
projects were now paying. 

Mr. Jones, for the Tide Water Pow- 
er Company, took the position that 
Rate Schedule No. 2 of his company 
was not available for housing projects. 
He presented a schedule which he con- 
tended was a fair rate for housing 
projects. This schedule carried the 
following energy charges: 


For the first 100 hours use of demand, 3.3 
cents per kw. hr. 


For the next 90 hours use of demand, 2 
cents per kw. hr. 


All over 190 hours use, 1.5 cents per kw. hr. 


Rate Expert Edgar Womble, of 
the Commission, offered a rate sched- 
ule carrying the following energy 
charges: 

Ficst 100. kw. her. .0i.0000: 5 ¢ per kw. hr. 
Next 100 li 


” 300 ” 

” 700 ” 

” 3500 ” 
Next 200 kw. hrs. use of demand 2¢ per kw. hr. 
Excess, 1.75¢ per kw. hr. 
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In order to settle the conflicting 
views expressed by Mr. Villwock and 
Mr. Jones on the availability of 
Schedule No. 2, Chairman Winborne, 
unequivocally declared that Schedule 
No. 2 was limited to service to an in- 
dividual building and its adjuncts and 
therefore was not open to housing 
projects which had more than one 
building in its unit. Mr. Winborne 
said that this ruling of the Commis- 
sion with respect to the availability of 
Schedule No. 2 and like schedules of 
companies under its jurisdiction had 
been in effect for years and had been 
expressed on numerous occasions. In 
order to prevent any future misinter- 
pretation of the availability of Sched- 
ule No. 2 the Commissioner stated 
that the Tide Water Power Company 
would be required to amend the avail- 


ability clause in said schedule by in- 
serting the proper restrictions in re- 
issue of the schedule. 

Following the conference the Com- 


mission gave consideration to the 
various phases of the controversy. 

As neither the representative of the 
Housing Authority or the representa- 
tives of the Tide Water Power Com- 
pany has receded from their positions 
it devolved upon the Commission to 
fix a rate for the service under discus- 
sion which the Commission would 
deem reasonable and fair, subject to 
review and hearing upon complaint of 
either interested party. 

Using last year’s consumption of 
the Housing Authority as a basis for 
calculations the proposals presented 
would lower the annual bill of the 
government-owned housing projects 
as follows: 


Schedule No. 2 
Tide Water Power Company 
Womble 
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$34,955.40 
1,769.70 
16,822.32 


The Commission after reviewing 
the rate schedules of the Tide Wate; 
Power Company and weighing what 
it considered a proper relationship be. 
tween the housing project service 
charge and the service charge for other 
classes of service reached the concelv. 
sion that the Womble proposal which 
gives an average rate of 2 cents per 
kilowatt hour, would be a just and 
proper rate and that the Tide Wate 
Power Company should make such 
rate schedule effective for housing 
projects on and after July 1, 1945: 
therefore, 

It is ordered: That on and after 
July 1, 1945, the Tide Water Power 
Company shall apply the rate scheduk 
which follows on billings to govern 
ment-owned housing projects and like 
housing projects in the Wilmington 
area of the Tide Water Power Com- 
pany, and that said schedule shall re- 
main in effect until changed by this 
Commission, either on its own motion 
or as a result of review upon com 
plaint. 

It is further ordered: That th 
Tide Water Power Company is 
by authorized and directed to adopi 
the said schedule as its own and fk 
copy of same with the Commission ot 
or before July 1, 1945, and upon 
ceipt of same the chief clerk of 
Commission is hereby authorized ang 
directed to place the Commission 
stamp of approval on same, to P 
copy on file in this office and send ‘ 
carrying approval of the Commissi0 
to the Tide Water Power Compat) 
and copy to the Federal Public Hou 
ing Authority. 
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RE TIDE WATER POWER CO. 


GovERNMENT-OWNED Hovusinc AUTHORITY 
Rate Schedule 


Availability 

Energy at available primary distribution 
voltage for government-owned and operated 
housing projects and housing projects owned 
and operated by the housing authority of the 
city of Wilmington in the Wilmington area 
where energy is sold through one master 
meter for each project and not used for resale 
service except that customers may distribute 
energy to tenants of the projects as an inci- 
dent of tenancy. Meter readings will not be 
grouped for billing purposes. 


S00 em Os ci vcicxis : ¢ per kw. hr. 
” 4h¢ ” 


” 
” 
” 


” 


Next 200 kw. hr. use of demand 2¢ per kw. hr. 
Excess, 1.75¢ per kw. hr. 


Demand 

The maximum kw. registered during the 
current month during a 15-minute interval, 
but not less than 60 per cent of the highest 
demand established during the preceding 
eleven months. 
Minimum Monthly Charge 

$2.00 per kw. for first 30 kw. and $1.35 per 
kw. for additional kw. of maximum demand 
used for billing purposes. 
Term of Payment 

Net ten days. 
Term of Contract 

Month to month. 


Effective on all meter readings on 
and after July 1, 1945. 


Jounson, Commissioner, dissent- 
ing: The rate set forth in the major- 
ity opinion should not be approved. 

The Federal Housing Authority 
has constructed several housing proj- 
ects in and adjacent to the city of 
Wilmington, for which it should be 
commended as these projects were 
‘@ety much needed at the time they 
ere constructed. The occupants of 
hese apartments pay a flat rental 
which covers light, water, heat, etc. 
As I understand it, these apartments 
ere constructed to house workers 
ho were employed at the Wilming- 
on shipyard and on other war proj- 
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ects. The average income of these 
families is greater than the average 
income of other families living in the 
territory served by the Tide Water 
Power Company. The Authority, in 
arriving at the rent to be charged for 
the apartments certainly must have 
taken into consideration the invest- 
ment, the estimated amount of cur- 
rent that would be used, the amount 
of heat and water consumed, as well 
as any other cost factor. 

This Authority has been buying 
from the Tide Water Power Com- 
pany the electric energy consumed by 
the families residing in these apart- 
ments at $2.20 per hundred kilowatt 
hours for residential service. All 
other customers of the power com- 
pany living in and around the city of 
Wilmington are paying $4.11 per 
hundred kilowatt hours for residential 
service. Residents of the other thir- 
teen counties served by the Tide Wa- 
ter Power Company are paying $4.53 
per hundred kilowatt hours for resi- 
dential service. The Federal Hous- 
ing Authority paid to the Tide Water 
Power Company $151,989.60 for 
electric energy used by the residents 
of these apartments during the past 
twelve months. If the families oc- 
cupying these apartments had paid 
the same rate for electric energy used 
as other residents of the territory, then 
the Tide Water Power Company 
would have a surplus of approximate- 
ly $160,000 which could have been 
used as a rate reduction for residential 
users. 

This Commission, in arriving at 
rates which shall be applicable to the 
housing project, as well as other cus- 
tomers, must first determine what rate 
is necessary to give the power com- 
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pany a fair and reasonable return 
based on a fair and reasonable invest- 
ment. If the rates approved are not 
sufficient to give the power company 
the necessary funds for operation, 
etc., then, and in that event, the rates 
would have to be increased. If the 
rates approved are higher than is 
necessary to give a fair return then 
the customers are entitled to a rate re- 
duction. If the Tide Water Power 
Company is permitted to sell electric 
energy to a customer or customers at 
a rate lower than the cost of produc- 
tion, distribution, etc., then the other 
customers of the company have to 
make up for this loss by paying an in- 


creased rate. I am unwilling for , 
residential customer, whether he lives 
in a government apartment, a rent- 
ed, or his own, house, to buy or use 
electric energy bought at a rate cheap. 
er than is paid by all of the residential 
customers served by the same com. 
pany. A citizen living in a gover. 
ment-owned house should have no 
advantage over the citizen living in 
his own house. 

If it is possible, and I think it is, 
that the Tide Water Power Company 
could stand a rate reduction, then | 
think every residential customer 
should be treated alike and receive 
the same reduction. 





UNITED STATES 


SUPREME COURT 


State of Georgia 


v. 


Pennsylvania Railroad Company et al. 


No. 11 


— US —, 89 L 


ed —, 65 S Ct 716 


March 26, 1945 


H 


plaint seeking to invoke 


EARING on motion for leave to file amended bill of com- 


original jurisdiction of Supreme 


Court in action by state to enjoin allegedly discriminatory rail- 
road rate-fixing conspiracy in restraint of trade and commerce; 


motion 


granted. 


Courts, § 15.1 — Jurisdiction of Supreme Court — Justiciable controversy 


State action agatnst railroad 
1. A complaint filed by a state as 


discrimination. 
parens patriae and as proprietor of variou 


institutions, charging that certain railroads have conspired to fix rates s02 


to discriminate against the state 


and that northern railroads used coerciot 


on the southern railroads in the fixing of joint through rates, establishes 


justiciable controversy sufficient 


to sustain an original action brought } 


the state in the Supreme Court of the United States, p. 136. 


Courts, § 15.1 — Justiciable controversy — Alleged restraint of trade. 
2. A complaint alleging a conspiracy to restrain trade and commer 
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through the fixing of railroad rates presents a justiciable controversy suffi- 
cient to sustain an original action in the Supreme Court of the United States, 
p. 136. 


Parties, § 7 — State as party — Original action in Supreme Court. 

3. That the United States may bring criminal prosecutions or suits for 
injunctions under Federal anti-trust laws does not preclude a state from 
maintaining an original action in the Supreme Court of the United States 
against certain railroads under the Federal anti-trust laws, p. 137. 

Parties, § 7 — State as complainant — Action under Federal anti-trust laws. 

4. A state suing in a proprietary capacity to redress wrongs suffered by it 
as the owner of a railroad and of various public institutions is a person 
authorized to maintain a suit to restrain violations of the Federal anti- 
trust laws or to recover damages by reason thereof, p. 137. 

Parties, § 7 — State as complainant — Action under Federal anti-trust laws. 

5. A state is not confined to suits designed to protect only her proprietary 
interests but may bring action on behalf of citizens as parens patriae to re- 
strain violations of the Federal anti-trust laws or to recover damages by 
reason thereof, p. 137. 

Discrimination, § 3 — Recovery of damages — Rate-fixing conspiracy. 
6. A state may not recover damages under the Federal anti-trust laws 
based on an alleged discrimination against it by railroads in the fixing of 
rates, p. 141. 

Injunction, § 54 — Suit by state — Rate-fixing conspiracy — Federal anti-trust 

laws. 

7. A state may bring an action for an injunction under the Federal anti- 
trust laws based on an alleged discrimination against it by railroads in the 
fixing of rates, 141. 

Injunction, § 11 — Exhaustion of remedies — Relief from rate-fixing conspiracy. 
8. A state may bring an original action in the Supreme Court of the United 
States for an injunction under the Federal anti-trust laws, based on an 
alleged discrimination against it by railroads in the fixing of rates, without 
resort in the first instance to the Interstate Commerce Commission, p. 142. 

Monopoly and competition, § 22 — Anti-trust laws — Interstate railroad carriers. 
9. Interstate railroads are subject to the Federal anti-trust laws applicable 
to conspiracies among carriers to fix rates, p. 143. 

Monopoly and competition, § 22 — Anti-trust laws — Exemption. 
10. Regulated industries are not per se exempt from the Sherman Anti- 
trust Act, p. 143. 

Statutes, § 25 — Repeal by implication. 
11. Repeals of statutes by implication are not favored, p. 143. 

Monopoly and competition, § 22 — Anti-trust laws — Exemption of rate-fixing 

combinations. 

12. Rate-fixing combinations by railroads under regulation by the Inter- 
state Commerce Commission are not immune from the Federal anti-trust 
laws, p. 143. 

Discrimination, § 142 — Joint railroad rates — Effect of Interstate Commerce Act. 
13. The Sherman Anti-trust Act and the provisions of the Interstate Com- 
merce Act authorizing railroads to establish reasonable through routes 
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and joint rates and providing for agreements among the railroads in the 
establishment of joint rates do not legalize a conspiracy to discriminate 
against a state or a region, to use coercion in the fixing of rates, or to put 
in the hands of a combination of carriers a veto power over rates proposed 
by a single carrier, p. 144. 
Injunction, § 21 — Rate-fixing conspiracy — Discriminatory practices. 

14. Equity principles adopted by § 16 of the Clayton Act are not violated 
by the granting of injunctive relief under the act against a conspiracy by 
railroads to fix rates which are discriminatory against a certain state, where 
complete relief cannot be obtained from the Interstate Commerce Commis. 
sion, although the injury to the state is not in the existence of the combina- 
tion per se but in the rates which are fixed by the combination, p. 146. 


Evidence, § 11 — Presumption of damage — Rate-fixing conspiracy. 
15. Damage must be presumed to flow from a conspiracy to manipulate 
rates, p. 146. 

Injunction, § 21 — Rate discrimination — Rate combinations. 
16. A rate combination which has as its purpose an invidious discrimination 
against a region or locality can be enjoined, p. 146. 


Injunction, § 54 — Alleged misjoinder of parties defendant. 
17. The court, in entertaining an action to enjoin railroads from fixing rates 
discriminating against a certain state, need not decide whether the defendant 
corporations are citizens of the state within the meaning of the Constitu- 
tion, since they are not indispensable parties and in a suit to enjoin a con- 
spiracy not all conspirators are necessary parties defendant, p. 148. 


Evidence, § 3 — Judicial notice — Questions of venue. 
18. The Supreme Court, in passing upon its jurisdiction to entertain an 
original action to enjoin an allegedly discriminatory railroad rate-fixing con- 
spiracy, cannot take judicial notice of the district or districts wherein all of 
the defendant railroads are found or transact business, p. 148. 


Courts, § 15.1 — Original jurisdiction of Supreme Court — Question of venue. 
19. Unless it were clear that all defendant railroads involved in an original 
action before the Supreme Court to enjoin an allegedly discriminatory 
railroad rate-fixing conspiracy could be found in some convenient forum, 
the Supreme Court could not say that the plaintiff state had a proper and 
adequate remedy apart from the original jurisdiction of the Supreme Court, 
p. 148. 

Courts, § 15.1 — Original jurisdiction of Supreme Court — Injunction action — 

State as plaintiff. 

20. The Supreme Court of the United States should not, in the exercise of 
its discretion, remit a plaintiff state to the Federal district court for relief 
against injuries arising from an allegedly discriminatory railroad rate-fixing 
conspiracy, where it does not appear that the defendants could be found in 
the state or in some convenient forum and where the court could not take 
judicial notice of the district or districts wherein all of the defendants were 
to be found or transact business, p. 148. 


¥ 
APPEARANCES: John Dickinson, R. Co. et al.; George S. Leisure, of 
of Philadelphia, Pennsylvania, argued New York city, argued the cause for 
the cause for defendants Pennsylvania defendants Chesapeake & O. R. Co. ¢t 
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GEORGIA v. PENNSYLVANIA RAILROAD CO. 


al.; Sidney S. Alderman, of Washing- 
ton, D. C., argued the cause for de- 
fndants Southern R. Co. et al.; Ellis 
Arnall, of Atlanta, Georgia, argued 
the cause for complainant; W. R. C. 
Cocke, of Norfolk, Virginia, sub- 
mitted the cause for defendant Sea- 
hoard Air Line R. Co. 

Mr. Justice DoucG as delivered the 
opinion of the court: The state of 
Georgia by this motion for leave to file 
a bill of complaint’ seeks to invoke the 
original jurisdiction of this Court un- 
der Art. 3, § 2 of the Constitution. 
See Judicial Code § 233, 28 USCA 
§ 341, 8 FCA title 28, § 341. The de- 
fndants are some twenty railroad 
companies. On November 6, 1944, 
we issued a rule to show cause why 
Georgia should not be permitted to 
file it? bill of complaint. Returns to 
the rule have been made and oral argu- 
ment had. 

Georgia sues in four capacities only 
two of which we need mention: (1) 
in her capacity as a quasi sovereign 
or as agent and protector of her people 
against a continuing wrong done to 
them; and (2) in her capacity as a 
proprietor to redress wrongs suffered 
by the state as the owner of a railroad 
and as the owner and operator of vari- 
ous institutions of the state. 

The essence of the complaint is a 
charge of a conspiracy among the de- 
fendants in restraint of trade and 
commerce among the states. It al- 
ges that they have fixed arbitrary 
and noncompetitive rates and charges 
for transportation of freight by rail- 
toad to and from Georgia so as to 
prefer the ports of other states over 


the ports of Georgia. It charges that 
some sixty rate bureaus, committees, 
conferences, associations, and other 
private rate-fixing agencies have been 
utilized by defendants to fix these 
rates; that no road can change joint 
through rates without the approval of 
these private agencies; that this pri- 
vate rate-fixing machinery which is 
not sanctioned by the Interstate Com- 
merce Act and which is prohibited by 
the anti-trust acts has put the effec- 
tive control of rates to and from 
Georgia in the hands of the defend- 
ants. The complaint alleges that 
these practices in purpose and effect 
give manufacturers, sellers, and other 
shippers in the North an advantage 
over manufacturers, shippers, and 
others in Georgia. It alleges that the 
rates so fixed are approximately 39 
per cent higher than the rates and 
charges for transportation of like com- 
modities for like distances between 
points in the North. It alleges that 
the defendants who have lines wholly 
or principally in the South are gener- 
ally dominated and coerced by the 
defendants who have northern roads 
and therefore that even when the 
southern defendants desire, they can- 
not publish joint through rates between 
Georgia and the North when the 
northern carriers refuse to join in 
such rates. 

It is alleged that the rates as a re- 
sult of the conspiracy are so fixed as 

“(a) to deny to many of Georgia’s 
products equal access with those of 
other states to the national market; 


“(b) to limit in a general way the 
Georgia economy to staple agricul- 





1The original bill of complaint dated June 
12, 1944, was followed by an amended bill of 
complaint dated September 15, 1944. Our 
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references throughout are to the amended 
bill. 
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tural products, to restrict and curtail 
opportunity in manufacturing, shipping 
and commerce, and to prevent the 
full and complete utilization of the 
natural wealth of the state; 

“(c) to frustrate and counteract the 
measures taken by the state to pro- 
mote a well-rounded agricultural pro- 
gram, encourage manufacture and 
shipping, provide full employment, 
and promote the general progress and 
welfare of its people; and 

“(d) to hold the Georgia economy 
in a state of arrested development.” 

The complaint alleges that the de- 
fendants are not citizens of Georgia; 
that Georgia is without remedy in her 
own courts, as the defendants are out- 
side her jurisdiction; that she has no 
administrative remedy, the Interstate 
Commerce Commission having no 
power to afford relief against such a 
conspiracy; that the issues presented 
constitute a justiciable question. 

The prayer is for damages and for 
injunctive relief. 

We will return later to the cause 
of action which Georgia seeks to al- 
lege. It is sufficient at this point to 
say that for purposes of this motion 
for leave to file we construe the alle- 
gation that defendants have conspired 
to fix the rates so as to “prefer” the 
ports of other states over the ports of 
Georgia as a charge that defendants 
have conspired to fix rates so as to 
discriminate against Georgia. And 
we construe the allegation that the 
southern defendants are dominated 
and coerced by the northern roads and 
cannot publish joint through rates 
when the northern roads refuse to join 
as a charge that the northern roads 
use coercion on the southern roads in 
the fixing of joint through rates. 
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Defendants in their returns pray 
that the motion for leave to file 
denied on three grounds: (1) tha 
the complaint presents no justiciabk 
controversy; (2) that the complaint 
fails to state a cause of action; and 
(3) that two of the defendants ar 
citizens of Georgia. Leave to fik 
should of course be denied if it js 
plain that no relief may be granted in 
the exercise of the original jurisdic. 
tion of this court. See Alabama y, 
Arizona (1934) 291 US 286, 291, 
292, 78 L ed 798, 803, 804, 54S ¢ 
399; Arizona v. California (1936) 
298 US 558, 572, 80 L ed 1331, 1339, 
56 S Ct 848. 

[1, 2] Justiciable Controversy. lt 
is said that the bill does not set forth 
a justiciable controversy within the 
rule of Massachusetts v. Mellon 
(1923) 262 US 447, 67 L ed 1078, 
43 S Ct 597, and Florida v. Mellon 
(1927) 273 US 12, 71 L ed 511, 47 
S Ct 265. We take the other view, 
for we are of the opinion that Georgia 
as parens patriae and as proprietor of 
various institutions asserts a claim 
within judicial cognizance. The con- 
plaint of Georgia in those respects is 
not of a political or governmental 
character. There is involved no ques- 
tion of distribution of powers between 
the state and the national government 
as in Massachusetts v. Mellon and in 
Florida v. Mellon, supra. And, as we 
shall develop more fully when we 
turn to a consideration of the asser- 
tion that no cause of action has been 
stated, we are not asked to resolve 3 
dispute which has been withdrawn 
from the judiciary or which by the 
charter of our government has been 
reposed in departments other than the 
judiciary. Cf. Coleman v. Millet 
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(1939) 307 US 433, 456, 460, 83 
Led 1385, 1397, 1399, 59 S Ct 972, 
{22 ALR 695. The complaint alleges 
2 conspiracy to restrain trade and 
commerce through the fixing of rates. 
The history of restraints of trade 
makes it plain that these problems 
present judicial questions with which 
courts have long dealt.* 


[3-5] It is of course true that 
Georgia does not have a right to in- 
yke the original jurisdiction of the 
court merely because there may be in- 
volved a judicial question. It is not 
enough that a state is plaintiff. The 
original jurisdiction is confined to 
civil suits where damage has been in- 
ficted or is threatened, not to the en- 
forcement of penal statutes of a state. 
Wisconsin v. Pelican Ins. Co. (1888) 
127 US 265, 297-300, 32 L ed 239, 
245, 246, 8 S Ct 1370. And though 
the suit is civil, leave to file will be 
denied where it appears that the suit 
brought in the name of the state is 
in reality for the benefit of particular 
individuals. Oklahoma v. Atchison, 
T.& S. F. R. Co. (1911) 220 US 
277, 55 L ed 465, 31 S Ct 434; Okla- 
homa ex rel. Johnson v. Cook (1938) 
304 US 387, 82 L ed 1416, 58 S Ct 
%4; Jones ex rel. Louisiana v. 
Bowles (1944) 322 US 707, 88 L ed 
1551, 64 S Ct 1043. Moreover, 
Massachusetts v. Mellon (1923) 262 
US 447, 67 L ed 1078, 43 S Ct 597, 
and Florida v. Mellon (1927) 273 
US 12, 71 L ed 511, 47 S Ct 265, 
make plain that the United States 
not the state represents the citizens as 
parens patriae in their relations to the 
Federal government. 

The present controversy, however, 


does not fall within any of those cate- 
gories. This is a civil not a criminal 
proceeding. Nor is this a situation 
where the United States rather than 
Georgia stands as parens patriae to 
the citizens of Georgia. This is not a 
suit like those in Massachusetts v. 
Mellon, and Florida v. Mellon, supra, 
where a state sought to protect her 
citizens from the operation of Federal 
statutes. Here Georgia asserts rights 
based on the anti-trust laws. The fact 
that the United States may bring 
criminal prosecutions or suits for in- 
junctions under those laws does not 
mean that Georgia may not maintain 
the present suit. As we have seen 
Georgia sues as a proprietor to redress 
wrongs suffered by it as the owner of 
a railroad and as the owner and opera- 
tor of various public institutions. 


Georgia, suing for her own injuries, 
is a “person” within the meaning of 


§ 16 of the Clayton Act, 15 USCA 
§ 26, 4 FCA title 15, § 26; she is au- 
thorized to maintain suits to restrain 
violations of the anti-trust laws or to 
recover damages by reason thereof. 
Georgia v. Evans (1942) 316 US 
159, 86 L ed 1346, 62 S Ct 972. But 
Georgia is not confined to suits de- 
signed to protect only her proprietary 
interests. The rights which Georgia 
asserts, parens patriae, are those aris- 
ing from an alleged conspiracy of pri- 
vate persons whose price-fixing scheme, 
it is said, has injured the economy of 
Georgia. Those rights are of course 
based on Federal laws. The enforce- 
ment of the criminal sanctions of these 
acts has been entrusted exclusively to 
the Federal government. See Geor- 
gia v. Evans, supra (316 US at 





*See McLaughlin, Cases on the Federal 
Anti-Trust Laws (1933), pp. 7-42; Thorn- 
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ton, Combinations in Restraint of Trade 
(1928), ce II, III. 
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p. 162, 86 L ed at p. 1350). But 
when it came to other sanctions Con- 
gress followed a different course and 
authorized civil suits not only by the 
United States but by other persons as 
well. And we find no indication that, 
when Congress fashioned those civil 
remedies, it restricted the states to 
suits to protect their proprietary in- 
terests. Suits by a state, parens 
patriae, have long been recognized. 
There is no apparent reason why 
those suits should be excluded from 
the purview of the anti-trust acts. 
In determining whether a state may 
invoke our original jurisdiction in a 
dispute which is justiciable, Oklahoma 
ex rel. Johnson v. Cook, supra (304 
US at p. 393, 82 L ed at p. 1419) 
the interests of the state are not con- 
fined to those which are proprietary ; 
they embrace the so-called “quasi- 
sovereign’ interests which in the 
words of Georgia v. Tennessee Cop- 
per Co. (1907) 206 US 230, 237, 51 
L ed 1038, 1044, 27 S Ct 618, 11 Ann 
Cas 488, are “independent of and be- 
hind the titles of its citizens, in all the 
earth and air within its domain.” In 
that case this court enjoined manu- 
facturing companies from discharging 
noxious gas from their works in Ten- 
nessee over Georgia’s territory. It 
was pointed out that: “It is a fair 
and reasonable demand on the part of 
a sovereign that the air over its ter- 
ritory should not be polluted on a 
great scale by sulphurous acid gas, 
that the forests on its mountains, be 
they better or worse, and whatever 
domestic destruction they have suf- 
fered, should not be further destroyed 
or threatened by the act of persons be- 


yond its control, that the crops and 
orchards on its hills should not be ep. 
dangered from the same source.” 206 
US at p. 238. That case followed 
Missouri v. Illinois (1901) 180 Us 
208, 45 L ed 497, 21 S Ct 331, where 
Missouri was granted leave to file a 
bill seeking to enjoin the discharge of 
sewage into the Mississippi.? The 
court observed that “if the health and 
comfort of the inhabitants of a state 
are threatened, the state is the prop- 
er party to represent and defend 
them.” 180 US at p. 241. And see 
New York v. New Jersey (1921) 256 
US 296, 301, 302, 65 L ed 937, 940, 
941,41 S Ct 492. In Kansas v. Colo- 
rado (1907) 206 US 46, 51 L ed 
956, 27 S Ct 655, Kansas was allowed 
to sue to restrain the diversion of wa- 
ter from the Arkansas river, an inter- 
state stream. The court in upholding 


the right of Kansas to maintain the 


suit stated: “It is not acting directly 
and solely for the benefit of any in- 
dividual citizen to protect his riparian 
rights. Beyond its property rights it 
has an interest as a state in this large 
tract of land bordering on the Arkan- 
sas river. Its prosperity affects the 
general welfare of the state. The con- 
troversy rises, therefore, above a mere 
question of local private right and in- 
volves a matter of state interest, and 
must be considered from that stand- 
point.” 206 US at p. 99. And see 
Colorado v. Kansas (1943) 320 US 
383, 88 L ed 116, 64 S Ct 176; North 
Dakota v. Minnesota (1923) 263 US 
365, 68 L ed 342, 44 S Ct 138. In 
Pennsylvania v. West Virginia, 262 
US 553, 67 L ed 1117, PUR1923D 
23, 43 S Ct 658, 32 ALR 300, Penn- 





8 And see Missouri v. Illinois (1906) 200 
US 496, 50 L ed 572, 26 S Ct 268; Wiscon- 
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sin v. Illinois (1929) 278 US 367, 73 L ed 
426, 49 S Ct 163. 
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sylvania and Ohio were allowed to 
maintain suits which sought to enjoin 
West Virginia from interfering with 
the flow of natural gas from West 
Virginia to the other states. The 
court said: 

“The attitude of the complainant 
state is not that of mere volunteers at- 
tempting to vindicate the freedom of 
interstate commerce or to redress 
purely private grievances. Each sues 
to protect a twofold interest—one as 
the proprietor of various public insti- 
tutions and schools whose supply of 
gas will be largely curtailed or cut off 
by the threatened interference with 
the interstate current, and the other 
as the representative of the consuming 
public whose supply will be similarly 
affected. Both interests are substan- 
tial and both are threatened with 
serious injury. 

“Each state uses large amounts of 


the gas in her several institutions and 
schools,—the greater part in the dis- 
charge of duties which are relatively 


imperative. A break or cessation in 
the supply will embarrass her greatly 
in the discharge of those duties and 
expose thousands of dependents and 
school children to serious discomfort, 
if not more. To substitute another 
form of fuel will involve very large 
public expenditures. 

“The private consumers in each 
state not only include most of the in- 
habitants of many urban communities 
but constitute a substantial portion of 
the state’s population. Their health, 
comfort and welfare are seriously 
jeopardized by the threatened with- 
drawal of the gas from the interstate 
stream. This is a matter of grave pub- 


lic concern in which the state, as the 
representative of the public, has an in- 
terest apart from that of the individ- 
uals affected. It is not merely a re- 
mote or ethical interest but one which 
is immediate and recognized by law.” 
262 US at pp. 591, 592, PUR1923D 
at pp. 32, 33. 

It seems to us clear that under the 
authority of these cases Georgia may 
maintain this suit as parens patriae 
acting on behalf of her citizens though 
here, as in Georgia v. Tennessee Cop- 
per Co. supra (206 US at p. 237, 51 
L ed at p. 1044), we treat the injury 
to the state as proprietor merely as a 
“makeweight.” The original juris- 
diction of this court is one of the 
mighty instruments which the fram- 
ers of the Constitution provided so 
that adequate machinery might be 
available for the peaceful settlement 
of disputes between states and be- 
tween a state and citizens of another 
state. See Missouri v. Illinois, supra 
(180 US at pp. 219-224, 45 L ed at 
pp. 504-506) ; Virginia v. West Vir- 
ginia (1918) 246 US 565, 599, 62 
L ed 883, 889, 38 S Ct 400. Trade 
barriers, recriminations, intense com- 
mercial rivalries had plagued the col- 
onies.* The traditional methods 
available to a sovereign for the settle- 
ment of such disputes were diplo- 
macy and war. Suit in this court was 
provided as an alternative. Missouri 
v. Illinois, supra (180 US at p. 241, 
45 L ed at p. 512; Georgia v. Tennes- 
see Copper Co. supra (206 US at p. 
237, 51 L ed at p. 1044). 

If the allegations of the bill are 
taken as true, the economy of Georgia 
and the welfare of her citizens have 





*See 1 ne, The Life of John Mar- 
shall (1916), pp. 310, 311; Bancroft, History 
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of the Formation of the Constitution (1885), 
pp. 27, 130, 183, 187, 454. 
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seriously suffered as the result of this 
alleged conspiracy. Discriminatory 
rates are but one form of trade barri- 
ers. They may cause a blight no less 
serious than the spread of noxious 
gas over the land or the deposit of 
sewage in the streams. They may 
affect the prosperity and welfare of a 
state as profoundly as any diversion 
of waters from the rivers. They may 
stifle, impede, or cripple old indus- 
tries and prevent the establishment of 
new ones. They may arrest the de- 
velopment of a state or put it at a de- 
cided disadvantage in competitive 
markets. Such a charge at least 
equals in gravity the one which Penn- 
sylvania and Ohio had with West 
Virginia over the curtailment of the 
flow of natural gas from the West Vir- 
ginia fields. They are substitute fuels 
to which the economy of a state 
But discrimina- 


might be adjusted. 
tory rates fastened on a region have 
a more permanent and insidious qual- 


ity. Georgia as a representative of 
the public is complaining of a wrong, 
which if proven, limits the opportu- 
nities of her people, shackles her in- 
dustries, retards her development, and 
relegates her to an inferior economic 
position among her sister states. 
These are matters of grave public con- 
cern in which Georgia has an inter- 
est apart from that of particular in- 
dividuals who may be affected. Geor- 
gia’s interest is not remote; it is im- 
mediate. If we denied Georgia as 
parens patriae the right to invoke the 
original jurisdiction of the court in a 
matter of that gravity, we would whit- 
tle the concept of justiciability down 
to the stature of minor or convention- 
al controversies. There is no war- 
rant for such a restriction. 
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Oklahoma v. Atchison, T. & S, F. 
R. Co. (1911) 220 US 277, 55 L ed 
465, 31 S Ct 434, is not opposed to 
this view. In that case, the defend. 
ant railroad company had obtained a 
grant from Congress to locate and 
maintain a railway line through the 
Indian territory out of which the state 
of Oklahoma was later formed. The 
Federal act provided certain maxi- 
mum transportation rates which the 
company might charge. Oklahoma 
sued to cancel the grant, to have the 
property granted decreed to be in the 
state of Oklahoma as cestui que 
trustent, to enjoin the defendant from 
operating a railroad in the states, and 
to enjoin pendente lite the exaction of 
greater rates than the maximum rates 
specified. The court construed the 
act of Congress as subjecting the 
rates to Federal control until the ter- 
ritory became a part of a state, at 
which time the rates became subject 
to state control. The court held that 
our original jurisdiction could not be 
invoked by a state merely because its 
citizens were injured. We adhere to 
that decision. It does not control the 
present one. This is no attempt to 
utilize our original jurisdiction in sub- 
stitution for the established methods 
of enforcing local law. This is nota 
suit in which a state is a mere nominal 
plaintiff, individual shippers being 
the real complainants. This is a suit 
in which Georgia asserts claims aris- 
ing out of Federal laws and the grava- 
men of which runs far beyond the 
claim of damage to individual ship- 
pers. 

Since the claim which Georgia as- 
serts as parens patriae as well as pro- 
prietor meets the standards of jus- 
ticiability and since Georgia is a “per- 
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gon” entitled to enforce the civil sanc- 
tions of the anti-trust laws, the rea- 
sns which have been advanced for 
denying Georgia the opportunity to 
present her cause of action to this 
court fail. 

Cause of Action. It is argued that 
the complaint fails to state a cause of 
ation. (1) It is pointed out that un- 
der the principle of the Abilene case 
no action for damages on the basis of 
mjust, unreasonable, or discrimina- 
tory railroad rates may be maintained 
without prior resort to the Interstate 
Commerce Commission. Texas & P. 
R. Co. v. Abilene Cotton Oil Co. 
(1907) 204 US 426, 51 L ed 553, 27 
$ Ct 350, 9 Ann Cas 1075; Great 
Northern R. Co. v. Merchants Ele- 
vator Co. (1922) 259 US 285, 66 
Led 943, 42 S Ct 477. (2) It is said 
that an injunction may not be granted 
to restrain rates alleged to be unrea- 


sonable or discriminatory where there 
has been no prior determination of the 
matter by the Commission and that 
the only way a state or any other per- 
son may obtain a judicial determina- 
tion of the legality of a rate is by re- 


view of the Commission’s order. Bal- 
timore & O. R. Co. v. United States, 
ex rel. Pitcairn Coal Co. (1910) 215 
US 481, 54 L ed 292, 30 S Ct 164; 
North Dakota ex rel. Lemke v. Chi- 
cago & N. W. R. Co. (1922) 257 
US 485, 66 L ed 329, 42 S Ct 170; 
Texas v. Interstate Commerce Com- 
mission (1922) 258 US 158, 66 L ed 
531,42 S Ct 261. (3) It is said that 
damages under the anti-trust laws 
may not be recovered against railroad 
carriers though the rates approved by 
the Commission were fixed pursuant 
toa conspiracy. Keogh v. Chicago & 
N. W. R. Co. (1922) 260 US 156, 
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67 L ed 183, 43 S Ct 47. (4) It is 
said that persons other than the 
United States are barred from enjoin- 
ing violations of the anti-trust laws by 
virtue of § 16 of the Clayton Act. 
[October 15, 1914] 38 Stat 737, 
c 323, 15 USCA § 26, 4 FCA title 15, 
§ 26. See Central Transfer Co. v. 
Terminal R. Asso. (1933) 288 US 
469, 473-475, 77 L ed 899, 901-903, 
53 S Ct 444; Terminal Warehouse 
Co. v. Pennsylvania R. Co. (1936) 
297 US 500, 513, 80 L ed 827, 835, 
56 S Ct 546. (5) It is argued that 
Georgia cannot maintain an action on 
common-law principles based upon a 
conspiracy among carriers to fix rates. 

[6, 7] We think it is clear from the 
Keogh Case alone that Georgia may 
not recover damages even if the con- 
spiracy alleged were shown to exist. 
That was a suit for damages under § 7 
of the Sherman Act. [July 2, 1890] 
26 Stat 209, 210, Chap. 647. The 
court recognized that although the 
rates fixed had been found reasonable 
and nondiscriminatory by the Com- 
mission, the United States was not 
barred from enforcing the remedies 
of the Sherman Act. 260 US at 
pp. 161, 162, 67 L ed at p. 187. It 
held, however, that for purposes of a 
suit for damages a rate was not neces- 
sarily illegal because it was the result 
of a conspiracy in restraint of trade. 
The legal rights of a shipper against a 
carrier in respect to a rate are to be 
measured by the published tariff. 
That rate until suspended or set aside 
was for all purposes the legal rate as 
between shipper and carrier and may 
not be varied or enlarged either by the 
contract or tort of the carrier. And it 
added: “This stringent rule prevails, 
because otherwise the paramount pur- 
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pose of Congress—prevention of un- 
just discrimination—might be defeat- 
ed. If a shipper could recover under 
§ 7 of the Anti-trust Act for damages 
resulting from the exaction of a rate 
higher than that which would other- 
wise have prevailed, the amount re- 
covered might, like a rebate, operate 
to give him a preference over his trade 
competitors.” 260 US at p. 163. The 
reasoning and precedent of that case 
apply with full force here. But it 
does not dispose of the main prayer of 
the bill, stressed at the argument, 
which asks for relief by way of injunc- 
tion. 

¥ [8] It is clear that a suit could not 
be maintained here to review, annul, 
or set aside an order of the Interstate 
Commerce Commission. Congress 
has prescribed the method for obtain- 
ing that relief. It is exclusive of all 


other remedies, including a suit by a 


state in this court. North Dakota ex 
rel. Lemke v. Chicago & N. W. R. 
Co. supra, and Texas v. Interstate 
Commerce Commission, supra. The 
same result obtains where the basis 
for attacking an order of the Com- 
mission is a violation of the anti-trust 
laws, save in the case where the United 
States is the complainant. For § 16 
of the Clayton Act which gives relief 
by way of injunction against threat- 
ened loss or damage through violation 
of the anti-trust laws provides that no 
one except the United States shall be 
entitled to bring such suits against 
common carriers subject to the Inter- 
state Commerce Act “in respect of any 
matter subject to the regulation, su- 
pervision, or other jurisdiction” of 
the Commission. Central Transfer 
Co. v. Terminal R. Asso. supra, indi- 
cates that if Georgia in the present 
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proceeding sought to set aside the 
rates of the defendants, leave to file 
would have to be denied. In that case 
the Commission had approved certain 
rate schedules which entailed abandon. 
ing certain “off-track” stations and 
the employment by the carriers of 3 
single transfer company to do inter. 
station hauling. The carriers pro- 
ceeded to make an agreement to carry 
out the program which had been sub- 
mitted to the Commission and which 
was later approved by it. Suit was 
brought by a private company to en- 
join performance of the contract on 
the ground that it created a monopoly 
in violation of the anti-trust laws. 
The court held that the suit was 
barred by § 16 of the Clayton Act. 
The court pointed out that the pur- 
pose of § 16 was “to preclude any in- 
terference by injunction with any 
business or transactions of interstate 
carriers of sufficient public signif- 
cance and importance to be within the 
jurisdiction of the Commission, ex- 
cept when the suit is brought by the 
government itself.” 288 US at p. 475, 
77 Led at p. 903. It added (p. 476): 
“True, a contract may precede and 
have existence apart from the several 
acts required to perform it, and con- 
ceivably all of those acts might be 
done if no contract or agreement to 
perform them had ever existed. But 
when they are done in performance of 
an agreement, there is no way by 
which the agreement itself can be as- 
sailed by injunction except by restrain- 
ing acts done in performance of it 
That, in this case, the statute forbids, 
not because the contract is within the 
jurisdiction of the Interstate Con- 
merce Commission, but because the 
acts done in performance of it, which 
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must necessarily be enjoined if any 
relief is given, are matters subject to 
the jurisdiction of the Commission.” 
The policy behind these restrictions 
placed on suitors by the Congress was 
aptly stated in Terminal Warehouse 
Co. v. Pennsylvania R. Co. supra 
(297 US at p. 513, 80 L ed at p. 835), 
as follows: “If a sufferer from the 
discriminatory acts of carriers by rail 
or by water may sue for an injunction 
under the Clayton Act without resort 
in the first instance to the regulatory 
Commission, the unity of the system 
of regulation breaks down beyond re- 
pair.” We adhere to these decisions. 
But we do not believe they or the 
principles for which they stand are a 
barrier to the maintenance of this suit 
by Georgia. 

[9-12] The relief which Georgia 
seeks is not a matter subject to the 
jurisdiction of the Commission. 


Georgia in this proceeding is not seek- 
ing an injunction against the continu- 
ance of any tariff; nor does she seek 
to have any tariff provision cancelled. 
She merely asks that the alleged rate- 


fixing combination and conspiracy 
among the defendant-carriers be en- 
joined. As we shall see, that is a mat- 
ter over which the Commission has 
no jurisdiction. And an injunction 
designed to put an end to the con- 
spiracy need not enjoin operation un- 
der established rates as would have 
been the case had an injunction issued 
in Central Transfer Co. v. Terminal 
R. Asso. supra. 

These carriers are subject to the 


anti-trust laws. United States v. 
Southern P. Co. (1922) 259 US 214, 
66 L ed 907, 42 S Ct 496. Conspir- 
acies among carriers to fix rates were 
included in the broad sweep of the 
Sherman Act. United States v. 
Trans-Missouri Freight Asso. (1897) 
166 US 290, 41 L ed 1007, 17 S Ct 
540; United States v. Joint-Traffic 
Asso. (1898) 171 US 505, 43 L ed 
259, 19 S Ct 25. Congress by § 11 
of the Clayton Act entrusted the Com- 
mission with authority to enforce com- 
pliance with certain of its provisions 
“where applicable to common carri- 
ers” under the Commission’s jurisdic- 
tion.® It has the power to lift the ban 
of the anti-trust laws in favor of car- 
riers who merge or consolidate (New 
York Cent. Securities Corp. v. United 
States [1932] 287 US 12, 25, 26, 77 
L ed 138, 146, 147, 53 S Ct 45) and 
the duty to give weight to the anti- 
trust policy of the nation before ap- 
proving mergers and consolidations. 
McLean Trucking Go. v. United 
States (1944) 321 US 67, 88 L ed 
544, 53 PUR(NS) 473, 64 S Ct 370. 
But Congress has not given the Com- 
mission comparable authority to re- 
move rate-fixing combinations from 
the prohibitions contained in the anti- 
trust laws. It has not placed these 
combinations under the control and 
supervision of the Commission. Nor 
has it empowered the Commission to 
proceed against such combinations 
and through cease and desist orders or 
otherwise to put an end to their activ- 
ities. Regulated industries are not 





SThese provisions are those relating to 
discriminations in price, services, or facilities 
($ 2); certain sales of goods, wares, mer- 
chandise and the like (§ 3); acquisition by 
one corporation of the stock of another (§ 7) ; 
interlocking directorates and officers (§ 8). 
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See 15 USCA §§ 13, 14, 18, and 19, 4 FCA 
title 15, §§ 13, 14, 18, and 19. The enforce- 
ment machinery is composed of cease and 
desist orders enforceable in the courts. 15 
USCA § 21, 4 FCA title 15, § 21. 
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per se exempt from the Sherman Act. 
United States v. Borden Co. (1939) 
308 US 188, 198 et seq., 84 L ed 181, 
190, 60 S Ct 182. It is true that the 
Commission’s regulation of carriers 
has greatly expanded since the Sher- 
man Act. See Arizona Grocery Co. 
v. Atchison, T. & S. F. R. Co. (1932) 
284 US 370, 385, 386, 76 L ed 348, 
353, 354, 52 S Ct 183. But it is ele- 
mentary that repeals by implication are 
not favored. Only a clear repugnancy 
between the old law and the new re- 
sults in the former giving way and 
then only pro tanto to the extent of 
the repugnancy. United States v. 
Borden, supra (308 US at pp. 198, 
199, 84 L ed at pp. 190, 191). None 
of the powers acquired by the Com- 
mission since the enactment of the 
Sherman Act relates to the regulation 
of rate-fixing combinations. Twice 
Congress has been tendered proposals 


to legalize rate-fixing combinations.® 


But it has not adopted them. In view 
of this history we can only conclude 
that they have no immunity from the 
anti-trust laws. 

[13] It is pointed out, however, that 
under § 1(4) of the Interstate Com- 
merce Act ([September 18, 1940] 54 
Stat 898, 900, Chap. 722, 49 USCA 
§ 1(4), 10 A FCA title 49, § 1(4)) 
it is “the duty of every common car- 
rier subject to this part to provide and 
furnish transportation upon reason- 
able request therefor, and to establish 
reasonable through routes with other 
such carriers, and just and reasonable 
rates, fares, charges, and classifica- 


tions applicable thereto.” And it is 
noted that agreement among carriers 
is provided in the establishment of 
joint rates. Section 6. That is true. 
But it would be a perversion of those 
sections to hold that they legalize a 
rate-fixing combination of the charac- 
ter alleged to exist here. The collab- 
oration contemplated in the fixing of 
through and joint rates is of a restric- 
tive nature. We do not stop at this 
stage of the proceedings to delineate 
the legitimate area in which that col- 
laboration may operate. In the Keogh 
Case ([1922] 260 US 156, 67 L ed 
183, 43 S Ct 47) the suit was one for 
damages under the Sherman Act. The 
charge was that the defendant carriers 
had formed a rate bureau or com- 
mittee to secure agreement in respect 
to freight rates among the constituent 
railroad companies which would 
otherwise be competing carriers. As 
we have seen, the court held that dam- 
ages could not be recovered. But Mr. 
Justice Brandeis speaking for a 
unanimous court stated that a con- 
spiracy to fix rates might be illegal 
though the rates fixed were reason- 
able and nondiscriminatory. He said 
(260 US at pp. 161, 162): “All the 
rates fixed were reasonable and non- 
discriminatory. That was settled by 
the proceedings before the Commis- 
sion. But under the Anti- 
trust Act, a combination of carriers 
to fix reasonable and nondiscrimi- 
natory rates may be illegal ; and if so, 
the government may have redress by 
criminal proceedings under § 3 by in- 





€See (1) 51 Cong Record, 63d Cong 2d 
Sess pp 9582, 9583; (2) S 942, 78th Cong 
Ist Sess; HR 2720, 78th Cong Ist Sess. 
These latter proposals were designed (1) to 
make lawful the fixing of rates by carriers 
through rate bureaus, conferences, or asso- 
ciations; and (2) to put those group activities 
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history and activities of rate bureaus are ex- 
tensively reviewed in Hearings, Senate Com- 
mittee on Interstate Commerce on S 942, 
a of Rate Bureuus, 78th Cong Ist 
ess. 
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junction under § 4, and by forfeiture 
under § 6. That was settled by United 
States v. Trans-Missouri Freight 
Asso (1897) 166 US 290, 41 L ed 
1007, 17 S Ct 540, and United States 
v. Joint-Traffic Asso. (1898) 171 US 
505, 43 L ed 259, 19S Ct 25. The 
fact that these rates had been approved 
by the Commission would not, it 
seems, bar proceedings by the govern- 
ment.” The Trans-Missouri Freight 
Asso. Case and the Joint Traffic Asso. 
Case have been followed in other 
fields. United States v. Socony- 
Vacuum Oil Co. (1940) 310 US 150, 
84 L ed 1129, 60 S Ct 811, and the 
cases which preceded it indicate the 
extent of the ban on price-fixing un- 
der the Sherman Act. But we need 
not at this juncture determine the full 
extent to which that principle is ap- 
plicable in the fixing of joint through 
rates. It is sufficient here to note that 
we find no warrant in the Interstate 
Commerce Act and the Sherman Act 
for saying that the authority to fix 
joint through rates clothes with legal- 
ity a conspiracy to discriminate 
against a state or a region, to use 
coercion in the fixing of rates, or to 
put in the hands of a combination of 
carriers a veto power over rates pro- 
posed by a single carrier. The type of 
regulation which Congress chose did 
not eliminate the emphasis on com- 
petition and individual freedom of ac- 
tion in rate making. 1 Sharfman, 
The Interstate Commerce Commis- 


sion, 1931, p. 81. The act was de- 
signed to preserve private initiative in 
rate making as indicated by the duty 
of each common carrier to initiate its 
own rates. Arizona Grocery Co. v. 
Atchison, T. & S. F. R. Co. supra. If 
a combination of the character de- 
scribed in this bill of complaint is im- 
mune from suit that freedom of ac- 
tion disappears. The coercive and 
collusive influences of group action 
take its place.? A monopoly power is 
created under the aegis of private 
parties without congressional sanc- 
tion and without governmental super- 
vision or control. 

These considerations emphasize the 
irrelevancy to the present problem of 
the fact that the Commission has au- 
thority to remove discriminatory rates 
of the character alleged to exist here. 
Under § 3(1) of the act rates are 
declared unlawful which give “any un- 


due or unreasonable preference or ad- 
vantage” to any port, region, district, 


territory and the like. And the Com- 
mission has taken some action in that 
regard. See Alabama v. New York 
C. R. Co. (1939) 235 Inters Com 
Rep (F) 255; (1940) 237 Inters 
Com Rep (F) 515; Re Live Stock to 
and from the South (1942) 253 Inters 
Com Rep (F) 241. The present bill 
does not seek to have the court act in 
the place of the Commission. It seeks 
to remove from the field of rate mak- 
ing the influences of a combination 
which exceed the limits of the col- 





™We have considered the argument that 
Certificate No. 44, issued March 20, 1943 un- 
der § 12 of the act of June 11, 1942 (56 
Stat 357, Chap 404, 50 USCA Appx § 1112, 
11 FCA title 50, Appx 35, § 12) by the Chair- 
man of the War Production Board (8 Fed 
Reg 3804) protects this alleged combination 
from the charges contained in the bill. That 
certificate approves joint action by common 
carriers through rate bureaus and the like in 


[10] 
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the initiation and establishment of rates. We 
do not stop to analyze it beyond observing 
that in no respect would it be a bar to the 
present action. It does not purport to be 
retroactive. It does not sanction the use of 
coercion. It does not authorize any combina- 
tion to discriminate against a region in the 
establishment of rates. Moreover, legal means 
may be employed for an illegal end. 
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laboration authorized for the fixing 
of joint through rates. It seeks to 
put an end to discriminatory and coer- 
cive practices. The aim is to make it 
possible for individual carriers to per- 
form their duty under the act, so that 
whatever tariffs may be continued in 
effect or superseded by new ones may 
be tariffs which are free from the 
restrictive, discriminatory, and coer- 
cive influences of the combination. 
That is not to undercut or impair the 
primary jurisdiction of the Commis- 
sion over rates. It is to free the rate- 
making function of the influences of a 
conspiracy over which the Commis- 
sion has no authority but which if 
proven to exist can only hinder the 
Commission in the tasks with which it 
is confronted. 

[14, 15] What we have said dis- 
poses for the most part of the argu- 
ment that recognized principles of 
equity prevent us from granting the 
relief which is asked. Section 16 of 
the Clayton Act provides for relief by 
injunction “when and under the same 
conditions and principles as injunctive 
relief against threatened conduct that 
will cause loss or damage is granted by 
courts of equity.” 15 USCA § 26. 
Those requirements are sufficiently 
satisfied to justify a filing of this bill. 
It must be remembered that this is a 
suit to dissolve an illegal combination 
or to confine it to the legitimate area of 
collaboration. That relief cannot be 
obtained from the Commission for it 
has no supervisory authority over the 
combination. It is true that the in- 
jury to Georgia is not in the existence 
of the combination per se but in the 
rates which are fixed by the combina- 
tion. The fact that the rates which 
have been fixed may or may not be 
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held unlawful by the Commission js 
immaterial to the issue before us. The 
Keogh Case, supra, indicates that even 
a combination to fix reasonable and 
nondiscriminatory rates may be illegal. 
260 US at p. 161, 67 L ed at p. 187. 
The reason is that the Interstate Com- 
merce Act does not provide remedies 
for the correction of all the abuses of 
rate making which might constitute 
violations of the anti-trust laws. Thus 
a “zoné of reasonableness exists be- 
tween maxima and minima within 
which a carrier is ordinarily free to 
adjust its charges for itself.” United 
States v. Chicago, M. St. P. & P. R. 
Co. (1935) 294 US 499, 506, 79 L ed 
1023, 1029, 55 S Ct 462. Within that 
zone the Commission lacks power to 
grant relief even though the rates are 
raised to the maxima by a conspiracy 
among carriers who employ unlawful 
tactics. If the rate-making function is 
freed from the unlawful restraints of 
the alleged conspiracy, the rates of the 
future will then be fixed in the manner 
envisioned by Congress when it enact- 
ed this legislation. Damage must be 
presumed to flow from a conspiracy 
to manipulate rates within that zone, 
[16] Moreover, the relief sought 
from this court is not an uprooting of 
established rates. We are not asked 
for a decree which would be an idle 
gesture. We are not asked to enjoin 
what the Commission might later ap- 
prove or condone. We are not asked 
to trench on the domain of the Com- 
mission; nor need any decree which 
may be ultimately entered in this cause 
have that effect. Georgia alleges, “No 
administrative proceeding directed 
against a particular schedule of rates 
would afford relief to the state of 
Georgia so long as the defendants re- 
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mained free to promulgate rates by col- 
lusive agreement. Until the conspira- 
cy is ended, the corrosion of new sched- 
ules, established by the collusive power 
of the defendant carriers acting in con- 
cert, would frustrate any action sought 
to be taken by administrative process 
to redress the grievances from which 
the state of Georgia suffers.” Rate 
making is a continuous process. 
Georgia is seeking a decree which will 
prevent in the future the kind of harm- 
ful conduct which has occurred in the 
past. Take the case of coercion. If 
it is shown that the alleged combina- 
tion exists and uses coercion in the fix- 
ing of joint through rates, only an in- 
junction aimed at future conduct of 
that character can give adequate relief. 
Indeed, so long as the collaboration 
which exists exceeds lawful limits and 
continues in operation, the only effec- 
tive remedy lies in dissolving the com- 


bination or in confining it within legit- 


imate boundaries. Any decree which 
is entered would look to the future and 
would free tomorrow’s rate making 
from the coercive and collusive influ- 
ences alleged to exist. It cannot of 
course be determined in advance what 
rates may be lawfully established. But 
coercion can be enjoined. And so can 
a combination which has as its purpose 
an invidious discrimination against a 
region or locality. Dissolution of il- 
legal combinations or a restriction of 
their conduct to lawful channels is a 
conventional form of relief accorded in 
anti-trust suits. No more is envis- 
aged here. If the alleged combination 
is shown to exist, the decree which can 
be entered will be no idle or futile ges- 
ture. It will restore that degree of 
competition envisaged by Congress 
when it enacted the Interstate Com- 
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merce Act. It will eliminate from rate 
making the collusive practices which 
the anti-trust laws condemn and which 
are not sanctioned by the Interstate 
Commerce Act. It will supply an ef- 
fective remedy without which there 
can be only an endless effort to rectify 
the continuous injury inflicted by the 
unlawful combination. The threat- 
ened injury is clear. The damage al- 
leged is sufficient to satisfy the prelim- 
inary requirements of this motion to 
file. There is no administrative con- 
trol over the combination. And no 
adequate or effective remedy other 
than this suit is suggested which Geor- 
gia can employ to eliminate from rate 
making the influences of the unlawful 
conspiracy alleged to exist here. 

As we have said, we construe the 
bill to charge a conspiracy among de- 
fendants to use coercion in the fixing 
of rates and to discriminate against 
Georgia in the rates which are fixed. 
We hold that under that construction 
of the bill a cause of action under the 
anti-trust laws is alleged. We inti- 
mate no opinion whether the bill might 
be construed to charge more than that 
or whether a rate-fixing combination 
would be legal under the Interstate 
Commerce Act and the Sherman Act 
but for the features of discrimination 
and coercion charged here. We are 
dealing with the case only in a pre- 
liminary manner. Cf. Missouri v. Il- 
linois (1906) 200 US 496, 517, 518, 
50 L ed 572, 577, 578, 26 S Ct 268. 
The complaint may have to be ampli- 
fied and clarified as respects the co- 
ercion and discrimination charged, the 
damage suffered, or otherwise. We 

8 We therefore do not reach the question 


whether an action based on common law 
principles could be maintained. 
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do not test it against the various types 
of motions and pleadings which may 
be filed. We construe it with that 
liberality accorded the complaint of a 
sovereign state as presenting a sub- 
stantial question with sufficient clarity 
and specificity as to require a joinder 
of issues. 

[17] Alleged Misjoinder of Parties 
Defendant. Two of the defendant- 
corporations claim to be citizens of 
Georgia. Georgia asserts they are 
not. That issue is an involved one. 
Georgia may not of course invoke the 
original jurisdiction of the court in 
a suit against one of her citizens. If 
either of the defendants who assert 
their defense are citizens of Georgia 
and are necessary parties, leave to file 
would have to be denied. Pennsyl- 
vania v. Quicksilver Min. Co. (1871) 
10 Wall (77 US) 553, 19 L ed 998; 


California v. Southern P. Co. (1895) 
157 US 229, 39 L ed 683, 15 S Ct 


591; Minnesota v. Northern Securi- 
ties Co. (1902) 184 US 199, 46 L ed 
499, 22 S Ct 308; Louisiana v. Cum- 
mins (1941) 314 US 577, 86 L ed 
467, 62 S Ct 121. We do not, how- 
ever, have to decide at this stage of 
the proceedings whether the corpora- 
tions in question are citizens of Geor- 
gia within the meaning of Art 3, § 2 
of the Constitution. They are not in- 
dispensable parties. In a suit to en- 
join a conspiracy not all the conspira- 
tors are necessary parties defendant.® 
It is averred and not challenged that 
the other defendants are citizens of 


other states. The citizenship of the 
two defendants in question may be 
challenged by a motion to strike, 
Louisiana v. Cummins (1941) 314 
US 580, 86 L ed 469, 62 S Ct 132. 
But if they are stricken, the court 
would not lose original jurisdiction 
over the controversy between Georgia 
and the other defendants. 

[18-20] Exercise of Original Ju- 
risdiction. It does not necessarily fol- 
low that this court must exercise its 
original jurisdiction. It has at times 
been held that this court is not the ap- 
propriate tribunal in which to main- 
tain suits brought by a state. 

By clause 1 of § 2 of Art 3 of the 
Constitution, the judicial power of the 
United States extends “to all Cases, in 
Law and Equity, arising under . 
the Laws of the United States” and 
“to controversies between a 
state and citizens of another state.” 
Clause 2 of § 2 of Art 3 confers on 
this court jurisdiction of those cases 
“in which a state shall be party.” But 
clause 2 of § 2 merely distributes the 
jurisdiction conferred by clause 1 of 
§ 2. Louisiana v. Texas (1900) 176 
US 1, 16, 44 L ed 347, 353, 20S Ct 
251; Massachusetts v. Missouri 
(1939) 308 US 1, 19, 84 L ed 3, 10, 
60 S Ct 39. Clause 2 does not grant 
exclusive jurisdiction to this court in 
the cases enumerated by it. Ames v. 
Kansas ex rel. Johnston (1884) 111 
US 449, 469, 28 L ed 482, 490, 4S 
Ct 437; Plaquemines Tropical Fruit 
Co. v. Henderson (1898) 170 US 





®See Waterman v. Canal-Louisiana Bank 
& Trust Co. (1909) 215 US 33, 49, 54 L ed 

, 86, 30 S Ct 10; United Shoe Machinery 
Corp. v. United States (1922) 258 US 451, 
456, 66 L ed 708, 716, 42 S Ct 363; Hopkins 
v. Oxley Stave Co. (1897) 83 Fed 912, 915, 
916; Rocky Mountain Bell Tel Co. v. 
Montana Federation of Labor (1907) 156 Fed 
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809, 811, 812. Cf. United States v. Socony- 
Vacuum Oil Co. (1940) 310 US 150, 247, 
L ed 1129, 1180, 60 S Ct 811. 

10 By reason of the Eleventh Amendment 
the judicial power of the United States does 
not extend to suits brought against a state by 
a citizen of another state. 
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511, 42 L ed 1126, 18 S Ct 685. And 
it has been held that the exercise of 
that jurisdiction is not mandatory in 
every case. North Dakota ex rel. 
Lemke v. Chicago & N. W. R. Co. 
(1922) 257 US 485, 66 L ed 329, 42 
S Ct 170; Georgia v. Chattanooga 
(1924) 264 US 472, 473, 483, 68 L 
ed 796, 800, 44 S Ct 369; Oklahoma 
ex rel. Johnson v. Cook (1938) 304 
US 387, 396, 82 L ed 1416, 1421, 58 
S Ct 954; Massachusetts v. Missouri, 
supra. The court in its discretion has 
withheld the exercise of its jurisdic- 
tion where there has been no want of 
another suitable forum to which the 
cause may be remitted in the interests 
of convenience, efficiency and justice. 
Georgia v. Chattanooga and Massa- 
chusetts v. Missouri, both supra. 
There is some suggestion that the 
issues tendered by the bill of complaint 
present questions which a district 
court is quite competent to decide. It 
is pointed out that the remedy is one 
normally pursued in the district courts 
whose facilities and prescribed judicial 
duties are better adapted to the extend- 
ed trial of issues of fact than are those 
of this court. And it is said that no 
reason appears why the present suit 
may not conveniently proceed in the 
district court of the proper venue or 
why the convenience of the parties and 
Witnesses, as well as of the courts, 
would be better served by a trial before 
a master appointed by this court than 
by a trial in a district court with the 
customary appellate review." The 
suggestion is that we deny the motion 
for leave to file, without prejudice to 
the maintenance of the suit in an ap- 


propriate district court. See Massa- 
chusetts v. Missouri, supra (308 US 
at pp 17, 18, 84 L ed at pp. 9, 10). 

There is, however, a reason why we 
should not follow that procedure here 
though in other respects we assume it 
would be wholly appropriate. Section 
16 of the Clayton Act (15 USCA 
§ 26, 4 FCA title 15, § 26), with the 
exceptions already noted, provides 
that: “Any person shall be 
entitled to sue for and have injunctive 
relief, in any court of the United States 
having jurisdiction over the parties, 
against threatened loss or damage by 
a violation of the antitrust laws.” Sec- 
tion 12 of the Clayton Act (15 USCA 
§ 22, 4 FCA title 15, § 22) provides 
that: “Any suit, action, or proceed- 
ing under the antitrust laws against a 
corporation may be brought not only 
in the judicial district whereof it is an 
inhabitant, but also in any district 
wherein it may be found or transacts 
business ; and all process in such cases 
may be served in the district of which 
it is an inhabitant, or wherever it may 
be found.” 

From these provisions it is apparent 
that Georgia might sue the defendants 
only in the judicial district where they 
are inhabitants or where they may be 
found or transact business. The bill 
of complaint, however, alleges and 
(with the exception. of the two defend- 
ants already mentioned) it is not de- 
nied that “the parties defendant are 
not citizens of Georgia, or within the 
jurisdiction of its courts.’”’ If that al- 
legation is taken as true, it is apparent 
that Georgia could not find all of the 
defendants in one of the judicial dis- 





In a proper case appellate review may 
be had directly in this court by certiorari be- 
fore judgment in the circuit court of appeals. 
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Judicial Code § 240(a), 28 USCA § 347(a), 
8 FCA title 28, § 347(a). 
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tricts of Georgia so as to maintain a 
suit of this character against all of 
them in a district court in Georgia. 
Certainly we have no basis for assum- 
ing that all of the so-called northern 
roads, incorporated in such states of 
Pennsylvania, Maryland, Indiana, 
Ohio, New York, and Illinois, are do- 
ing business in Georgia. It is said 
that most of the defendants can be 
found in Georgia, in the District of 
Columbia, or in other districts. But 
no such facts appear in the record be- 
fore us. And we cannot take judicial 
notice of the district or districts 
wherein all of the defendants are 
“found” or “transact business.” We 
would not be warranted in depriving 
Georgia of the original jurisdiction of 
this court merely because each of the 
defendants could be found in some ju- 
dicial district. Unless it were clear 
that all of them could be found in some 
convenient forum we could not say 
that Georgia had a “proper and ade- 
quate remedy” apart from the original 
jurisdiction of this court. Massachu- 
setts v. Missouri, supra (308 US at 
p. 19, 84 L ed at p. 10). No such 
showing has been made. Once a state 
makes out a case which comes within 
our original jurisdiction, its right to 
come here is established. There is no 
requirement in the Constitution that 


it go further and show that no other 
forum is available to it. 

It is true that § 5 of the Sherman 
Act, 15 USCA § 5, 4 FCA title 15, 
§ 5 empowers the court before whom 
proceedings under § 4, 15 USCA § 4 
4 FCA title 15, § 4 are pending to 
bring in parties who reside outside 
the district in which the court is held.” 
That procedure is available in civil 
suits brought by the United States, 
Standard Oil Co. v. United States 
(1911) 221 US 1, 46, 55 L ed 619, 
639, 31 S Ct 502, 34 LRA(NS) 834, 
Ann Cas 1912D 734. But since § 4 
is limited to suits brought by the Unit- 
ed States, § 5 is similarly confined. 
See Greer, Mills & Co. v. Stoller 
(1896) 77 Fed 1; Hansen Packing 
Co. v. Armour & Co. (1936) 16 F 
Supp 784, 787. Apart from specific 
exceptions created by Congress the ju- 
risdiction of the district courts is ter- 
ritorial. As stated in Robertson v. 
Railroad Labor Bd. (1925) 268 US 
619, 622, 623, 69 L ed 1119, 1121, 45 
S Ct 621: 

“In a civil suit in personam jurisdic- 
tion over the defendant, as distin- 
guished from venue, implies, among 
other things either voluntary appear- 
ance by him or service of process upon 
him at a place where the officer serving 
it has authority to execute a writ of 





12 Section 4 reads: 

“The severa! district courts of the United 
States are invested with jurisdiction to pre- 
vent and restrain violations of §§ 1-7 and 15 
of this title; and it shall be the duty of the 
several district attorneys of the United States, 
in their respective districts, under the direc- 
tion of the Attorney General, to institute pro- 
ceedings in equity to prevent and restrain 
such violations. Such proceedings may be by 
way of petition setting forth the case and 
praying that such violation shall be enjoined 
or otherwise prohibited. When the parties 
complained of shall have been duly notified 
of such petition the court shall proceed, as 
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soon as may be, to the hearing and determi- 
nation of the case; and pending such petition 
and before final decree, the court may at any 
time make such temporary restraining order 
or prohibition as shall be deemed just in the 


premises.” Section 5 reads: 

“Whenever it shall appear to the court be- 
fore which any proceeding under § 4 of this 
title may be pending, that the ends of jus- 
tice require that other parties should be 
brought before the court, the court may caus¢ 
them to be summoned, whether they reside 
in the district in which the court is held or 
not; and subpoenas to that end may be served 
in any district by the marshal thereof.” 
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summons. Under the general provi- 
sions of law, a United States district 
court cannot issue process beyond the 
limits of the district, Harkness v. 
Hyde (1879) 98 US 476, 25 L ed 
237; Ex parte Graham (1818) 3 
Wash CC 456, Fed Cas No. 5,657; 
and a defendant in a civil suit can be 
subjected to its jurisdiction in per- 
sonam only by service within the dis- 
trict. Toland v. Sprague (1838) 12 
Pet(US) 300, 330, 9 L ed 1093, 1105. 
Such was the general rule established 
by the Judiciary Act of September 24, 
1789, Chap 20, § 11, 1 Stat 73, 79, 
Comp Stats § 1033, in accordance 
with the practice at the common law. 
Picquet v. Swan (1828) 5 Mason 35, 
39, et seq., Fed Cas No. 11,134. And 
such has been the general rule ever 
since. Munter v. Weil Corset Co. 
(1923) 261 US 276, 279, 67 L ed 
652, 654, 43 S Ct 347.” 

It follows that we should not in the 
exercise of our discretion remit Geor- 
gia to the Federal district courts for 
relief against the injuries of which she 
complains. 

The motion for leave to file the 
amended bill of complaint is granted. 

It is so ordered. 


Mr. Chief Justice STONE, dissent- 
ing : 


Mr. Justice Roberts, Mr. Justice 
Frankfurter, Mr. Justice Jackson, and 
I think that the application of the 
state of Georgia for leave to file its 
amended bill of complaint in this court 
should be denied (1) because in its 
judicial discretion, this court should, 
without deciding the merits, leave the 
state to its remedy, if any, in the dis- 
trict court ; (2) because the state lacks 
standing to present the only substan- 
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tial issue in the case; and (3) because 
in the present posture of the case, the 
bill of complaint, for several reasons, 
fails to state a cause of action for which 
a court of equity can give effective re- 
lief. 

As the court concedes and for rea- 
sons which will presently be more fully 
considered, the state, under the rule 
laid down in Keogh v. Chicago & N. 
W. R. Co. (1922) 260 US 156, 67 L 
ed 183, 43 S Ct 47, cannot maintain 
its suit for damages resulting from the 
alleged conspiracy to fix unlawful in- 
terstate railroad freight rates. But 
the court grants Georgia’s application 
to file on the ground that its bill of 
complaint, as now amended, states a 
cause of action under § 16 of the Clay- 
ton Act, Chap 323, 38 Stat 737, 15 
USCA § 26, 4 FCA title 15, § 26, for 
an injunction against a conspiracy in 
violation of the anti-trust laws. The 
court holds that such a suit is within 
the original jurisdiction of this court, 
conferred by Art 3, § 2, cls 1 and 2 
of the Constitution. Clause 1 pro- 
vides that the judicial power of the 
United States extends “to all Cases, 
in Law and Equity, arising under 

the Laws of the United 
States” and “to controversies ‘ 
between a state and citizens of another 
state. .” Clause 2 confers on 
this court original jurisdiction of those 
cases or controversies “in which a 
state shall be party.” 

The court disregards the faint- 
hearted and unconvincing assertion of 
the state that it has a “common law” 
cause of action entitling it, independ- 
ently of the Clayton Act and the Fed- 
eral anti-trust laws, to maintain the 
present suit to restrain the alleged con- 
spiracy to fix and maintain rates or 
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charges for the interstate transporta- 
tion of freight. We do not stop to 
consider this contention, for we are of 
the opinion that the objections to the 
maintenance of the present suit are es- 
sentially the same, whether it be re- 
garded as a suit upon a cause of action 
arising under the Clayton Act or as 
one maintainable upon the equitable 
principles generally applicable in the 
Federal courts independently of the 
Clayton Act. 


I 


If it be assumed that the state may 
maintain this action, either as par- 
ens patriae or for the injury to itself 
as a shipper and consignee of inter- 
state freight, the right sought to be es- 
tablished is in point of substance like 
that of a private corporation, and the 


remedy asked is one normally pursued 
in district courts whose facilities and 
prescribed judicial duties are better 
adapted to the trial of issues of fact 


than are those of this court. In an 
original suit, even when the case is 
first referred to a master, this court 
has the duty of making an independent 
examination of the evidence, a time 
consuming process which seriously in- 
terferes with the discharge of our ever 
increasing appellate duties. No rea- 
son appears why the present suit may 
not be as conveniently proceeded with- 
in the district court of the proper 
venue as in this court, or why the con- 
venience of the parties and witnesses, 
as well as of the courts concerned, 
would be better served by a trial before 
a master appointed by this court than 
by a trial in the appropriate district 
court with the customary appellate. 


review. The case seems preéminently 
one where this court may and should, 
in the exercise of its discretion and in 
the interest of a more efficient adminis- 
tration of justice, decline to exercise its 
jurisdiction, and remit the parties to 
the appropriate district court for the 
proper disposition of the case there. 
North Dakota ex rel. Lemke v. Chi- 
cago & N. W. R. Co. (1922) 257 US 
485, 66 L ed 329, 42 S Ct 170; Geor- 
gia v. Chattanooga (1924) 264 US 
472, 483, 68 L ed 796, 44 S Ct 369; 
Oklahoma ex rel. Johnson v. Cook 
(1938) 304 US 387, 396, 82 L ed 
1416, 1421, 58 S Ct 954; Massachu- 
setts v. Missouri (1939) 308 US 1, 
17-20, 84 L ed 3, 9-11, 60 S Ct 39. 

It is said that Georgia should not 
be deprived of the jurisdiction of this 
court unless it can bring suit against 
all the defendants in one convenient 
district ; and that there is no reason for 
assuming that all the defendants are 
amenable to suit in any one judicial 
district. But this puts the shoe on the 
wrong foot. It is Georgia which seeks 
to invoke our equity jurisdiction to 
hear this case, and when the question 
of our discretionary power to remit the 
parties to an adequate remedy in some 
other court is raised, it is incumbent 
upon it to show that it will be unable 
to reach all the defendants in a con- 
venient district. And Georgia, al- 
though invited on the argument of this 
motion to do so, has made no showing 
that the suit cannot be proceeded with 
in a district court as readily as in this 
court. It made no such allegation in 
the amended bill of complaint which it 
tenders. Hence we can only conclude 
that there is no such obstacle. 





1 Some reliance is placed on an allegation 
of the proposed amended complaint, which, in 
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its context, is that the matters of which com- 
plaint is made are not within the jurisdiction 
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Further, it may be readily deter- 
mined from standard works of refer- 
ence, such as The Official Guide of the 
Railways, Moody’s Steam Railroads, 
railroad timetables, and telephone di- 
rectories, that the supposed difficulty 
is not a real one. Under § 12 of the 
Clayton Act, 15 USCA § 22, 4 FCA 
title 15, § 22, these defendants may be 
sued in any district in which they are 
“found” or “transact business.” A 
corporation both is “found” and 
“transacts business” in a district in 
which it operates a railroad or in which 
it maintains an office for the solicita- 
tion of freight or passenger traffic. 
See Eastman Kodak Co. v. Southern 
Photo Materials Co. (1927) 273 US 
359, 370-374, 71 L ed 684, 687-689, 
47 S Ct 400; United States v. Univis 
Lens Co. (1942) 316 US 241, 246, 86 
L ed 1408, 1416, 62 S Ct 1008. 
These facts may be ascertained readily 
from the sources we have mentioned. 
It appears from them that there are 
several districts which would be as 
convenient for a trial as Washington, 
D. C., where proceedings before this 
court would be had, and in which 
Georgia may obtain service of process 
upon at least as many of the defendants 
named in the complaint as it may sue 
in this court. For Georgia, itself, as 
well as this court, seems reconciled to 
the suit’s continuing here with but 
eighteen of the twenty defendants, 
since two may be required to be dis- 
missed from the suit as citizens of 
Georgia.* 

Of the 20 defendants, at least 18, 


not including the New York, Chi- 
cago & St. Louis R. R. Co., and the 
Richmond, Fredericksburg and Poto- 
mac R, R. Co. (R. F & P.) are within 
the jurisdiction of the northern dis- 
trict of Georgia. Of these defendants, 
at least 19, all but the R. F. & P., 
transact business in the northern dis- 
trict of Illinois and in the southern dis- 
trict of New York. At least 18, not 
including the R. F. & P., and the 
Nashville, Chattanooga & St. Louis 
Ry., are amenable to suit in the west- 
ern district of Pennsylvania and in the 
eastern district of Michigan. At least 
18, all but the R. F. & P., and the 
Carolina, Clinchfield and Ohio Rail- 
way,® are suable in the eastern district 
of Missouri. Thus, there is no want 
of a suitable forum in which Georgia 
can reach at least the same number of 
defendants as she may sue in this 
court. And it may be that service can 
be had on the other defendants in the 
districts named. 


II 


If leave to file were denied, as we 
think it should be, without prejudice 
to a suit in a district court, it would 
be unnecessary at this stage of the 
proceedings to pass upon the question 
whether the suit is one which a court 
of equity could entertain. But in as- 
suming jurisdiction of the case, the 
court passes on that question. Hence 
it becomes necessary to state the rea- 
sons why, in the present posture of 
the case, the state does not state a case 
for relief within our original jurisdic- 
tion. 





of the state courts of Georgia; but that has 
no bearing on the question whether they are 
within the competence of a Federal district 
court in Georgia or in any other state. 
*These two defendants are the Seaboard 
Air Line Railway Co., and the Nashville, 


153 


Chattanooga & St. Louis Ry., two of the larg- 
est of the southern defendants. 

8 This defendant has been operating since 
1924 as the Clinchfield Railroad Company, 
under lease to the Atlantic Coast Line R. R 
Co., and the Louisville & Nashville R. R. Co. 
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The gist of the cause of action as- 
serted by the amended complaint is the 
injury visited upon the inhabitants of 
the state of Georgia by the alleged con- 
spiracy among the defendant railroads 
to fix and maintain unlawfully exces- 
sive and discriminatory rates upon 
freight moving by interstate rail trans- 
portation to and from Georgia. It is 
further alleged that the conspiracy vio- 
lates the Sherman Act, and that its 
effect is to retard the economic growth 
of the state. To this is added what 
the court concedes is a mere “make- 
weight” allegation of injury to the 
state in its capacity as an owner of a 
railroad, and as a shipper and con- 
signee of freight. 

But the inhabitants of the state who 
have suffered injury or who are 
threatened with injury by the unlawful 
practices alleged in the amended com- 


plaint are alone entitled to seek a legal 
remedy for their injury, and are the 
proper parties plaintiff in any suit to 
enforce their rights which are alleged 


to have been infringed. It has long 
been settled by the decisions of this 
court that a state is without standing 
to maintain suit for injuries sustained 
by its citizens and inhabitants for 
which they may sue in their own be- 
half. New Hampshire v. Louisiana 
(1883) 108 US 76, 27 L ed 656, 2 
S Ct 176; Louisiana v. Texas (1900) 
176 US 1, 44 Led 347, 20 S Ct 251; 
Oklahoma v. Atchison, T. & S. F. R. 
Co. (1911) 220 US 277, 289, 55 L 
ed 465, 469, 31 S Ct 434; Oklahoma 
ex rel. Johnson v. Cook, supra (304 
US at pp. 395, 396, 82 L ed at 
pp. 1420, 1421); Jones ex rel. Lou- 
isiana v. Bowles (1944) 322 US 707, 
88 L ed 1551, 64 S Ct 1043. And 


many years ago it was established by 
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decisions of this court, whose author- 
ity has remained unimpaired until 
discarded by the opinion of the court 
just announced, that a state does not 
stand in such relation to its citizens 
and inhabitants as to enable it to main- 
tain an original suit in this court to 
protect them by injunction from in- 
juries to the state’s economy resulting 
from the maintenance of unlawful in- 
terstate freight rates. Oklahoma y., 
Atchison, T. & S. F. R. Co. supra; 
cf. Oklahoma ex rel. West v. Gulf, C. 
& S. F. R. Co. (1911) 220 US 290, 
301, 55 L ed 469, 474, 31 S Ct 437, 
Ann Cas 1912C 524. 

In the Atchison, T. & S. F. R. Co. 
Case the plaintiff state alleged as the 
basis for its capacity to sue for relief, 
see 220 US at pp. 283, 284, 55 L ed 
at pp. 466, 467, as does Georgia here, 
that the maintenance of the unlawful 
structure of freight rates on commodi- 
ties widely used by inhabitants of the 
state, was “ ‘a menace to the future of 
said state’ [and] a hindrance 
to the growth of the state.” This 
court nevertheless held that the wrong 
was to the individuals of the state, and 
that the state was therefore not in a 
position to bring the suit as parens 
patriae. 

The Federal government is parens 
patriae with respect of the cause of ac- 
tion here alleged, and not the state. 
The Federal government alone stands 
in such relationship to the citizens and 
inhabitants of the United States, as to 
permit the bringing of suit in their be- 
half, to protect them from the violation 
of Federal laws relating to interstate 
commerce. See Massachusetts v. Mel- 
lon (1923) 262 US 447, 485, 486, 
67 L ed 1078, 1084, 1085, 43 S Ct 
597; Florida v. Mellon (1927) 273 
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US 12, 18, 71 L ed 511, 515, 47 S 
Ct 265; Jones ex rel. Louisiana v. 
Bowles, supra. The Sherman Act, 
gg 1-4, 15 USCA §§ 1-4, 4 FCA 
title 15, §§ 1-4, recognized that it is 
the United States which is parens 
patriae, when it authorized the United 
States, not the individual states, to 
bring criminal prosecutions or suits 
for injunctions under the act. 

When the United States brings such 
a suit it is acting on behalf of the peo- 
ple of the United States, and in the na- 
tional interest. The authority to 
bring such suits includes the discre- 
tionary authority not to bring them, if 
the responsible officers of the govern- 
ment are of the opinion that a suit is 
not warranted or would be of disserv- 
ice to the national interest. To per- 


mit a state to bring a Sherman Act 
suit in behalf of the public is to fly in 


the face of the national policy estab- 
lished by Congress that the Federal 
government should determine when 
such a suit is to be brought and how 
it should be prosecuted. 

Thus the Sherman Act entrusted to 
the national government the duty to 
represent the people in the vindication 
of their rights under the anti-trust 
laws. And this is confirmed by § 16 
of the Clayton Act, which permits in- 
junction suits by the United States 
against common carriers in respect of 
matters within the province of the In- 
terstate Commerce Commission, while 
prohibiting such suits to all others, in- 
cluding state. 


III 


But even if, as the court decides, 
Georgia has standing to maintain this 
suit, either in its own right or as par- 
ens patriae, and this court has jurisdic- 
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tion of the suit and should, in the exer- 
cise of its discretion, entertain it rather 
than remit the parties to the district 
court, the more important question re- 
mains whether the present suit is one 
in which a court of equity can give any 
effective relief. 

The suit, so far as the court allows 
its prosecution, is in equity to restrain 
an alleged conspiracy by the defendant 
rail carriers to fix and maintain un- 
just, unlawful, excessive, and discrim- 
inatory freight rates in violation of the 
anti-trust laws. Section 16 of the 
Clayton Act, 15 USCA § 26, 4 FCA 
title 15, § 26, authorizes “any person”’ 
to maintain a suit to restrain viola- 
tions of the anti-trust laws, and the 
state of Georgia, suing for its own in- 
juries, is a person within the meaning 
of that section. Georgia v. Evans 
(1942) 316 US 159, 86 L ed 1346, 
62 S Ct 972. The section provides 
that the relief to be given is an injunc- 
tion “against threatened loss or dam- 
age by a violation of the anti-trust laws 

, when and under the same 
conditions and principles as injunc- 
tive relief against threatened conduct 
that will cause loss or damage is grant- 


-ed by courts of equity, under the rules 


” 
. 


governing such proceedings. 
And even though, as asserted, the suit 
be maintainable in the Federal courts 
independently of the Clayton Act, the 
controlling principles governing the 
maintenance of the suit are the same in 
either case. The plaintiff must show 
threatened injury, Vicksburg Water- 
works Co, v. Vicksburg (1902) 185 
US 65, 82, 46 L ed 808, 815, 22 S Ct 
585; Paine Lumber Co. v. Neal 
(1917) 244 US 459, 471, 61 L ed 
1256, 1264, 37 S Ct 718; Duplex 
Printing Press Co. v. Deering (1921) 
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254 US 443, 464, 465, 65 L ed 349, 
355, 356, 41 S Ct 172, 16 ALR 196; 
compare Texas v. Florida (1939) 306 
US 398, 406-412, 83 L ed 817, 824— 
828, 59 S Ct 563, 121 ALR 1179 
with Massachusetts v. Missouri, supra 
(308 US at pp. 15, 16, 84 L ed at 
pp. 8, 9), for which he is without other 
adequate remedy, Matthews v. Rod- 
gers (1932) 284 US 521, 525, 526, 
76 L ed 447, 451, 452, 52 S Ct 217, 
and cases cited; Schoenthal v. Irving 
Trust Co. (1932) 287 US 92, 94, 77 
L ed 185, 187, 53 S Ct 50, 21 Am 
Bankr Rep(NS) 620; Myers v. Beth- 
lehem Shipbuilding Corp. (1938) 303 
US 41, 50-52, 82 L ed 638, 643-645, 
58 S Ct 459, and cases cited, and for 
which a court of equity is able to pro- 
vide a remedy. 

Georgia is threatened with injury 


only as the alleged conspiracy will 


result in the defendants’ charging 
freight rates other than those which 
would exist in the absence of the con- 
spiracy. That is, Georgia is not in- 
jured unless other rates than those 
now in force would be charged if the 
alleged conspiracy were to cease. 
While threatened damage in that sense 
could be assumed in a free competi- 
tive market, freight rates are not, 
under the Interstate Commerce Act, 
arrived at by the processes of free 
competition, The requirements of the 
act are, as we will see, that the rates 
be just and reasonable and that they 
accord with the national transporta- 
tion policy; the determination, in the 
first instance, whether the rates con- 
form to those standards is left by 
Congress to the Interstate Commerce 
Commission, not to the courts. And 
unless Georgia can show that the pres- 
ent rates are unlawful, or that some 
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other rate structure, which could be 
substituted for that now in force, 
would be just and reasonable, which 
Georgia cannot do without prior re- 
sort to the Commission, it cannot 
show that any other structure could 
lawfully exist or that any injury to it 
is threatened by the conspiracy. 

It follows from this that the pre- 
requisites to the maintenance of the 
present suit are lacking for the fol- 
lowing reasons: First, the state has 
not availed itself of or exhausted the 
administrative remedies provided by 
the Interstate Commerce Act, which 
may afford an adequate remedy and 
which must in any case precede the 
institution of the present suit in eq- 
uity. Second, the suit as now framed 
falls within the proviso of § 16 of the 
Clayton Act denying to any “person,” 
except the United States, authority 
“to bring suit in equity for injunctive 
relief against any common carrier 
subject to the provisions of” the In- 
terstate Commerce Act, “in respect of 
any matter subject to the regulation 
supervision, or other jurisdiction of 
the Interstate Commerce Commis- 
sion.” And third, in the absence of 
a determination by the Commission 
of the unlawfulness of the interstate 
freight tariffs filed or proposed to be 
filed by the several defendant car- 
riers, no court of equity could, within 
the scope of its authority, frame a de- 
cree effectively enjoining an agree- 
ment or “conspiracy” to file tariffs 
establishing interstate freight rates. 

First. The fact that a state may 
constitutionally invoke the jurisdic- 
tion of this court in a suit brought 
by it against citizens of another state, 
does not dispense with the further 
requisite that if equitable relief is 
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sought, the bill of complaint must 
state a cause of action cognizable in 
equity, of stich a nature that the 
court can give relief. Texas v. Flor- 
ida, supra (306 US at p. 405, 83 L 
ed at p. 824). It is, as we have said, 
a familiar principle governing the ex- 
ercise of equity jurisdiction of Federal 
courts that equitable relief may be in- 
voked only when the plaintiff is with- 
out other adequate remedy. And it 
isa corollary of this that a suitor may 
not seek such relief until he has ex- 
hausted his available administrative 
remedies. Myers v. Bethlehem Ship- 
building Corp. supra (303 US at p. 
51, note 9, 82 L ed at p. 644) and 
cases cited; Natural Gas Pipeline Co. 
v. Slattery (1937) 302 US 300, 310, 
311, 82 L ed 276, 281, 282, 21 PUR 
(NS) 255, 58 S Ct 199. 


Here, by the terms of § 16 of the 


Clayton Act, as well as the principles 
generally governing equitable relief in 
the Federal courts, the state, in order 
to secure the aid of equity, must show 
injury caused or threatened by the 
alleged unlawful acts of which it com- 


plains. Since the wrongful acts relied 
upon are a conspiracy to adopt and 
maintain unjust, unlawful, excessive 
or discriminatory freight rates, the 
only threatened injury to the state or 
its inhabitants, resulting from the 
conspiracy, is that which is or may 
be caused by such unlawful rates. 
But the Interstate Commerce Act 
requires all interstate rail carriers, 
before putting into effect rates or 
charges for interstate transportation 
to adopt and file with the Commission 
just and reasonable rates. §§ 1(4) 
(5)(6), 6(1) (3), 49 USCA §§ 1(4) 
(5)(6), 6(1) (3), 10A FCA title 49, 
§§ 1(4) (5) (6), 6(1) (3). It confers 
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on the Commission exclusive jurisdic- 
tion to determine the lawfulness of all 
rates appearing im the filed tariffs, 
and authority to suspend rates, and to 
order the railroad te cease and desist 
from charging other than the lawful 
rates. §§ 15(1)(7), 49 USCA § 15 
(1)(7), 10A FCA title 49, § 15(1) 
(7). The Commission’s determina- 
tion is to be in accordance with the 
“national transportation policy,” to 
develop and preserve a national trans- 
portation system, see Wisconsin R. 
Commission v. Chicago, B. & Q. R. 
Co. 257 US 563, 585, 66 L ed 371, 
382, PUR1922C 200, 42 S Ct 232, 
22 ALR 1086; New England Divi- 
sions Case (Akron, C. & Y. R. Co. 
v. United States) (1923) 261 US 
184, 189, 190, 67 L ed 605, 609, 610. 
43 S Ct 270; California R. Commis 
sion v. Southern P. Co. 264 US 331, 
341, 342, 68 L ed 713, 716, 717, PUR 
1924D 246, 44 S Ct 376, and to estab 
lish and maintain “reasonable charge 
, without unfair o1 
destructive competitive practices 
” Transportation Act of 
[September 18] 1940, Chap 722, 54 
Stat 899, § 1, 49 USCA § 1, 10A 
FCA title 49, § 1. 


The Commission is directed to con- 
sider the effect of rates on the move- 
ment of traffic, and the need of ade- 
quate and efficient railway transpor- 
tation service at low cost, as well as 
the carriers’ need of revenues suffi- 
cient to enable them to provide that 
service. Interstate Commerce Act, as 
amended, § 15a, 49 USCA § 15a, 10A 
FCA title 49, § 15a. In fixing rates 
or divisions, the Commission’s deter- 
mination may take account of the fi- 
nancial needs of the weaker carriers, 
by giving them a larger share of divi- 
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sions, or by a general rate increase.‘ 
New England Divisions Case (Akron, 
C. & Y. R. Co. v. United States) su- 
pra (261 US at pp. 189-195, 67 L 
ed at pp. 609-612) ; Beaumont, S. L. 
& W. R. Co. v. United States (1930) 
282 US 74, 75 L ed 221, 51 S Ct 1; 
cf. Ann Arbor R. Co. v. United States 
(1930) 281 US 658, 74 L ed 1098, 
50 S Ct 444. It may fix minimum as 
well as maximum rates, § 15, 49 
USCA § 15, 10A FCA title 49, § 15, 
thus permitting it to prevent cut- 
throat competition and to protect 
weaker competitors. It may consider 
the effect of competing means of 
transportation, or other relevant cir- 
cumstances and conditions attending 
the transportation service. See L. T. 
Barringer & Co. v. United States 


(1943) 319 US 1, 87 L ed 1171, 49 
PUR(NS) 393, 63 S Ct 967, and 


authorities cited; and on the consid- 
erations upon which the Commission 
fixes rates, see Sharfman, The Inter- 
state Commerce Commission, Vol- 
ume III-B. These and many other 
controlling factors, which enter the 
Commission’s determination of rates, 
may be irrelevant to decision in an 
ordinary Sherman Act case, but are 
inextricably interwoven with the pres- 
ent suit, in which the state must es- 
tablish that injury to it is threatened 
by the conspiracy to fix freight rates. 

The Commission’s orders are en- 
forceable by injunctions in the district 
courts. § 16(12), 49 USCA § 16 


(12), 10A FCA title 49, § 16(12), 
And the administrative remedy is ex- 
clusive of any which may be afforded 
by courts, at least until the Commis- 
sion has passed upon the validity of 
the rates and classifications involved. 
Texas & P. R. Co. v. Abilene Cotton 
Oil Co. (1907) 204 US 426, 51 L ed 
553, 27 S Ct 350, 9 Ann Cas 1075: 
Robinson v. Baltimore & O. R. Co, 
(1912) 222 US 506, 56 L ed 288, 
32 S Ct 114; Northern P. R. Co. y. 
Solum (1918) 247 US 477, 62.L ed 
1221, 38 S Ct 550; Director General 
v. Viscose Co. (1921) 254 US 498, 
65 L ed 372, 41 S Ct 151; Midland 
Valley R. Co. v. Barkley (1928) 276 
US 482, 72 L ed 664, 48 S Ct 342. 
Until the Commission acts, no court 
can say that the rates are not lawful 
and reasonable or that they are not 
within the lowest range of the zone 
of reasonableness. Nor can either be 
assumed, the burden being upon 
Georgia to show that it is injured by 
the acts of which it complains. And 
if the present rates are at the lowest 
point of reasonableness, as they well 
may be, Georgia is not injured, for 


‘in that event no lower rates could be 


lawfully enforced by the Commission 
or the courts. 

It is not without pertinence to the 
present application that the state of 
Georgia and seven other southern 
states are parties to proceedings now 
pending before the Interstate Com- 
merce Commission, Docket No. 





4 Under the recapture clause of the Trans- 
portation Act of [February 28] 1920, Chap 
91, 41 Stat 488, § 422, 49 USCA § 15a, 10A 
FCA title 49, § 15a, adding § 15a to the 
Interstate Commerce Act, profits of carriers 
in excess of a fair return were held in trust 
for purposes of improving railroad service. 
Dayton-Goose Creek R. Co. v. United States 
(1924) 263 US 456, 68 L ed 388, 44 S Ct 
169, 33 ALR 472. The recapture clause was 
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repealed by the Act of June 16, 1933, Chap 
91, 48 Stat 220, § 205. But its underlying 
purpose to permit rates sufficient to provide 
an adequate and efficient transportation sys- 
tem was reaffirmed by the declaration of a 
“National Transportation Policy” which the 
Commission is commanded to observe, by the 
Transportation Act of 1940, Chap 722, 54 Stat 
899, § 1, 49 USCA § 1, 10A FCA title 49, § 1. 
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28300, Class Rate Investigation, and 
Docket No. 28310, Consolidated 
Freight Classification, in which the 
Chairman of the Georgia Public Serv- 
ice Commission has appeared as the 
principal witness on behalf of the 
state. In these proceedings the wit- 
ness urged uniformity of rates in 
southern and official classification ter- 
ritories, in conformity to the official 
territory system of rates. The witness 
relied on § 3(1) of the act, 49 USCA 
§ 3(1), 10A FCA title 49, § 3(1), 
making it unlawful for any rail car- 
rier to make or give undue or unrea- 
sonable preferences or advantage to 
any particular person, locality or par- 
ticular description of traffic; on § 1 
(4)(5)(6), 49 USCA § 1(4)(5) 
(6), 1OA FCA title 49, § 1(4)(5) 
(6), requiring common carriers by 
rail to establish just and reasonable 
rates, fares, charges, and classifica- 
tions; and on § 5(b) of the Trans- 
portation Act of 1940, which requires 
the Commission to investigate the 
lawfulness of rates between points in 
different classification territories and 
to enter such orders as may be appro- 
priate for the removal “of any unlaw- 
fulness which may be found to exist.” 


It is plain that the Commission has 
jurisdiction in these proceedings to 
set aside such unlawful rates as may 
have resulted from the conspiracies 
alleged in the state’s amended com- 


plaint. If the Commission orders 
them set aside, nothing further re- 
mains for any court to do, for reasons 
which will presently more fully ap- 
pear, save only as it may be asked to 
review or enforce the Commission’s 
order. Without prior resort to the 
Commission, Georgia does not and 
cannot establish in a court proceeding, 
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that it is threatened with injury by 
the conspiracy or that it is necessary 
for it to resort to the courts to secure 
the relief which it seeks in the pres- 
ent suit. 

The state seeks to avoid these plain 
provisions of the Clayton and Inter- 
state Commerce Acts by its insistence 
that by its amended complaint it asks 
relief not from the unlawful rates 
which have been or will be estab- 
lished as a result of the alleged 
conspiracy, but from the conspiracy 
itself, over which the Interstate 
Commerce Commission is said to 
have no _ jurisdiction, and from 
which it can give no relief. In the 
state’s bill of complaint, as originally 
presented, it sought an injunction 
setting aside the unlawful rates. Evi- 
dently realizing that all courts are pre- 
cluded from taking such action be- 
fore the Commission has determined 
the validity of the rates, the state 
sought to overcome the difficulty by 
an amendment to its bill of complaint, 
purporting to withdraw its attack on 
the rates and assailing the conspiracy 
alone. But, as the court seems to 
recognize, even the amended complaint 
contains allegations and raises issues 
as to whether the rates charged by 
the defendants are discriminatory. 
The complaint therefore raises ques- 
tions as to interference with the pri- 
mary jurisdiction of the Interstate 
Commerce Commission which are es- 
sentially the same as those presented 
by the original bill. 

This verbal maneuver, as a means 
of conferring jurisdiction on this 
court, is futile, for the reason, as we 
have said, that the state cannot main- 
tain its suit in equity either under 
§ 16 of the Clayton Act or upon gen- 


59 PUR(NS) 





UNITED STATES SUPREME COURT 


eral equity principles, without estab- 
lishing a threatened injury to it or 
those whom it represents. And this 
is equally true whether it sues as 
parens patriae or as owner of a rail- 
road, and a shipper and consignee of 
freight. The threatened injury can 
ensue only from the maintenance of 
the unlawful rates and practices, 
which are specially charged to be 
discriminatory. But “a rate is not 
necessarily illegal because it is the 
result of a conspiracy in restraint of 
trade in violation of the Anti-Trust 
Act. What rates are legal is deter- 
mined by the Act to Regulate Com- 
merce” and not by the anti-trust laws. 
Keogh v. Chicago & N. W. R. Co. 
(1922) 260 US 156, 162, 67 L ed 
183, 43 S Ct 47. Hence it follows in 


this case that the suit can be main- 
tained only by showing that the alleged 


conspiracy has resulted or will result 
in unlawful rates, or that without the 
conspiracy, lawful rates, other than 
those now in force, would prevail, de- 
terminations which can be made only 
by the Interstate Commerce Com- 
mission, and which must be made by 
it, before this Court can take any 
judicial action based upon such de- 
terminations. 

We assume for present purposes 
that a conspiracy to fix lawful rates 
may be a violation of the anti-trust 
laws, as was intimated in the Keogh 
Case, supra, But as this Court there 
pointed out, pages 161, 162, the rem- 
edy is not to be had by the suit of a 
private individual; “the government 
may have redress by criminal proceed- 
ings under § 3, by injunction under 
§ 4, and by forfeiture under § 6.” The 
state cannot, more than a private in- 
dividual, bring a suit under the Clay- 
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ton Act to restrain the conspiracy un- 
less it be a conspiracy to do some. 
thing injurious to the plaintiff. The 
only such injury alleged in a great 
variety of ways is that caused by 
unlawful and discriminatory freight 
rates established by the conspiracy, 
No such injury can be presumed from 
a conspiracy to fix lawful rates or to 
fix any rate unless it can be known 
with what new rates those now in 
force will be replaced by Commission 
action. 

For this and like reasons, this court 
has uniformly refused to permit a 
party under guise of suing under the 
anti-trust laws, to seek in the courts 
by indirection, determinations which 
are reserved for the Commission in 
the first instance. Keogh v. Chicago 
& N. W. R. Co. supra; Central Trans- 
fer Co. v. Terminal R. Asso. (1933) 
288 US 469, 476, 77 L ed 899, 903, 
53 S Ct 444; Terminal Warehouse 
Co. v. Pennsylvania R. Co. (1936) 
297 US 500, 80 L ed 827, 56 S Ct 
546 ; and compare United States Nav. 
Co. v. Cunard S. S. Co. (1932) 284 
US 474, 76 L ed 408, 52 S Ct 247; 
Armour & Co. v. Alton R. Co. (1941) 
312 US 195, 85 L ed 771, 61 S Ct 
498. As these cases show, the state 
cannot make its assault on a matter 
said not to be within the jurisdiction 
of the Commission, when adjudica- 
tion must turn upon matters which 
are within its jurisdiction. Here the 
court cannot ascertain and enjoin 
threatened injury resulting from a 
conspiracy to fix unlawful freight 
rates without considering their law- 
fulness and reasonableness, and thus 
encroaching upon the authority which 
Congress has given to the Commis- 
sion alone, The case is therefore pe- 
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culiarly one for the application of the 
rule that equity will not undertake to 
give relief until the plaintiff has ex- 
hausted his administrative reme- 
dies, for until that has occurred, it 
cannot be known that the plaintiff is 
without adequate relief or, in the 
event that it is not, that equity can 
know what relief may appropriately 
be given. 

Second. Independent of, but sup- 
plementing the considerations which 
indicate the unmistakable intention 
of Congress that a suit like the pres- 
ent should not be made the means of 
breaking down the regulatory powers 
of the Commission, are the provisions 
of § 16 of the Clayton Act. As al- 
ready noted, a proviso to the section 
withholds from “any person” other 
than the United States the right “to 
bring suit in equity for injunctive 


relief against any common carrier 
subject to the provisions of” the In- 
terstate Commerce Act “in respect of 
any matter subject to the regulation, 
supervision, or other jurisdiction of 


the Interstate Commerce Commis- 
sion.” 

When the Clayton Act was adopted 
in 1914, the Commission had already 
been given broad powers to fix and 
regulate rates by the Hepburn Act of 
June 29, 1906, Chap 3591, 34 Stat 
584, 49 USCA § 1, 10A FCA title 
49, § 1, and the Mann-Elkins Act of 
June 18, 1910, Chap 309, 36 Stat 539. 
Congress realized the danger that in- 
discriminate suits for injunctions un- 
der the anti-trust laws, in many cases 
affecting interstate rail carriers, would 
substitute the many district courts for 
the Commission, the single rate-mak- 
ing authority, a retrogression from 
the consistent congressional policy to 
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avoid confusion and conflict in this 
field. Hence, when Congress, by § 16 
of the Clayton Act, for the first time 
authorized private suitors to seek re- 
lief by injunction under the anti-trust 
laws, it was at pains to bar such suits 
against carriers with respect to any 
matters within the province of the 
Commission. Thus it was the pur- 
pose of § 16 to preclude the break- 
down of the unified rate structure 
established for the nation by the Com- 
mission, as would inevitably result 
from the maintenance under the Sher- 
man Act of numerous individual suits, 
like the present one, affecting rates 
which Congress had left within the 
Commission’s exclusive control in the 
first instance. 

The statutory command can no 
more be evaded than may the exclu- ° 
sive jurisdiction of the Commission 
to regulate rates, by saying that the 
“relief” which Georgia seeks is not 
a matter subject to the jurisdiction 
of the Commission. Section 16 does 
not foreclose a suit merely where the 
“relief” is a matter subject to the 
jurisdiction of the Commission. Its 
words are much broader. They deny 
the remedy, except to the United 
States, “in respect of any matter sub- 
ject to the jurisdiction” of 
the Commission. As we have said, 
Georgia cannot show damage save by 
showing that the Commission would 
approve’ some rate structure other 
than that presently existing. That is 
certainly a “matter subject to the 

jurisdiction” of the Commis- 
sion, sufficient to preclude a suit un- 
der § 16. 

The inseparability of equitable re- 
lief against a rate-making conspiracy 
from that against the unlawfulness of 
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the rates which are or may be its 
fruits, has already been pointed out. 
Suffice it to say here that precisely the 
argument now made for disregarding 
the prohibition of § 16 was rejected 
by this court in a suit brought by an 
injured private party to restrain agree- 
ments or conspiracies to do acts with- 
in the jurisdiction of the Commission. 
Central Transfer Co. v. Terminal R, 
Asso. supra. And compare United 
States Nav. Co. v. Cunard S. S. Co. 
supra, where this court gave the like 
construction to § 16 of the Clayton 
Act, in its comparable relation to the 
authority of the Shipping Board to 
fix rates under the Shipping Act of 
[September 7] 1916, Chap. 451, 39 
Stat 728, 46 USCA §§ 801-842, 10 
FCA title 46, §§ 801-842, as amend- 
ed by the Merchant Marine Act of 


[June 5] 1920, Chap. 250, 41 Stat 
988. 


In the Central Transfer Co. Case, 
supra, it was urged that § 16 of the 
Clayton Act did not preclude the relief 
sought, since the Commission did not 
have jurisdiction over the agreements 
or contracts complained of, but only 
over the acts involved in their per- 
formance. This court gave the con- 
clusive answer which we think should 
be given now, that no injunction could 
be effectively given against the agree- 
ment or conspiracy without in some 
manner relating it to the lawfulness 
of the acts done or to be done in exe- 
cution of the agreement or contract, 
and that the determination of the law- 
fulness of those acts and their regula- 
tion were within the exclusive juris- 
diction of the administrative agency. 
In that case, as well as in the United 
States Navigation Co. Case, supra, it 
was pointed out that any other con- 


59 PUR(NS) 


struction would defeat the plain pur- 
pose of § 16 to preclude, except in 
suits by the government, judicial in- 
terference with or prejudgment of the 
lawfulness of matters which Congress 
has indubitably placed within the ju- 
risdiction of the administrative 
agency. 

Equitable relief under § 16 in the 
present case must be denied upon the 
principle identical with that upon 
which the court has relied in denying 
the right of the state to recover dam- 
ages in the suit which it proposes here. 
The fact that in this branch of the case, 
as in Keogh v. Chicago & N. W. R. 
Co. (1922) 260 US 156, 67 L ed 183, 
43 S Ct 47, and Terminal Warehouse 
Co. v. Pennsylvania R. Co. (1936) 
297 US 500, 80 L ed 827, 56 SCt 
546, the suit is for damages resulting 
from unlawful rates, instead of an in- 
junction restraining threatened dam- 
age or injury, is without significance. 
For in either case, damage cannot 
ensue unless the agreement or cor- 
spiracy results in an unlawful rate or 
practice of whose lawfulness the Con- 
mission is the sole arbiter. And in 
both, this court has held that the suit 
cannot be maintained without first 
resorting to the Commission. 

Congress did not see fit by its ex- 
tensive revision of the Interstate Com- 
merce Act in the Transportation Act 
of 1940, to alter the application of the 
Clayton Act to the jurisdiction of the 
Interstate Commerce Commission. 
For us to alter it now to meet the 
exigencies of a particular case, which 
presents no plausible relevant differ- 
ences from those which we have 
heretofore decided, is an assump 
tion of power which only Congress 
could rightly exercise, and a power 
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which it has plainly declined to exer- 
cise. 

Third. Even assuming, as the state 
does, and as the court is persuaded, 
that a court of equity could be called 
upon to enjoin a conspiracy to estab- 
lish rates in anticipation of a deter- 
mination of their unlawfulness, it 
would plainly be impossible to frame 
a decree for relief in advance of a de- 
termination by the Commission that 
the present rates are unlawful, or that 
those resulting from the decree would 
be lawful. Courts cannot enjoin, in 
general terms, violations of the Sher- 
man Act, without specifying what acts 
are to be enjoined as violations, or as 
aiding or inducing violations. Swift 
& Co. v. United States (1905) 196 
US 375, 396, 49 L ed 518, 524, 25 
S Ct 276; Swift & Co. v. United 


States (1928) 276 US 311, 328, 72 


L ed 587, 598, 48 S Ct 311; cf. New 
York, N. H. & H. R. Co. v. Interstate 
Commerce Commission (1906) 200 
US 361, 404, 50 L ed 515, 526, 26 
S Ct 272; National Labor Relations 
Bd. v. Express Pub. Co. (1941) 312 
US 426, 85 L ed 930, 61 S Ct 693. 
Nor can it determine in advance what 
rates may be lawfully established since 
the jurisdiction to make that deter- 
mination is reserved exclusively to 
the Commission. 

Hence the suggestion, which the 
court has been persuaded to accept, 
that this court can find a way to en- 
join the alleged conspiracy to fix rates, 
without regard to what rates are or 
may be agreed upon and whether the 
Commission finds them to be lawful 
or unlawful, is an invitation to a 
course of the veriest futility. Any in- 
Junction which this court could prop- 
erly frame must not be an idle gesture. 
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It must be one to prevent the threat- 
ened injury. An injunction to pre- 
vent a conspiracy without relation to 
its injurious consequences, could not 
have that effect, and the injunction 
could be related to those consequences 
in this case only by defining rates and 
practices which the Commission has 
not declared, and may or may not de- 
clare, to be unlawful. 


It is futile to attempt to enjoin a 
conspiracy to fix rates because of their 
injurious effect on the plaintiff, un- 
less it is known that they are unlawful 
or will be and unless the court is free 
to determine the point. And it is fu- 
tile for this court to attempt to pre- 
scribe what rates will be lawful since 
its determination will not be binding 
upon the Commission, and may be 
ignored by it. Indeed, even after the 
Commission has made such a deter- 
mination this court, in the first in- 
stance, is without power to set it aside, 
North Dakota ex rel. Lemke v. Chi- 
cago & N. W. R. Co. (1922) 257 US 
485, 66 L ed 329, 42 S Ct 170; Texas 
v. Interstate Commerce Commission 
(1922) 258 US 158, 164, 165, 66 
L ed 531, 537, 538, 42 S Ct 261, for 
exclusive jurisdiction to set aside an 
order of the Commission is vested in 
a district court of three judges under 
the Urgent Deficiencies Act, Chap. 32, 
38 Stat 219, as amended, 28 USCA 
§§ 41(28) 43, 7 FCA title 28, §§ 41 
(28), 43. 

It is the duty of this court to dis- 
miss an original suit in which it can- 
not make an effective decree. See 
Arizona v. California (1936) 298 US 
558, 572, 80 L ed 1331, 1339, 56 S Ct 
848, and cases cited. A fortiori, it is 
its duty not to entertain such a suit. 

The soundness and the compelling 
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necessity for the construction which 
the court has hitherto given to § 16 
of the Clayton Act could not be better 
illustrated and emphasized than by 
reference to the situation exhibited by 
the case which is now before us. Any 
decree, effective to prevent the in- 
jury of which the state complains, 
would necessarily result in further in- 
equalities in rates, such as are now 
alleged to exist. The court cannot 
enjoin as unlawful the alleged con- 
spiracy to establish rates without un- 
dertaking to say what rates and prac- 
tices are to be deemed lawful and 
what unlawful. But by this deter- 
mination the Interstate Commerce 
Commission would not be bound, nor 
would the United States or any rail- 
road other than those which are par- 
ties defendant. 


Only Georgia would secure relief 


approximating that sought by the bill. 
If relief enjoining the conspiracy com- 
plained of were effective to relieve the 
state of the injury from unlawful 
rates to which it objects, and without 
which it could not maintain the suit 
under § 16, the decree must result in 
a new rate structure applicable to the 
railroads which are parties defendant. 
Prejudice and discrimination would be 
created as to every other state in 
southern territory and as to shippers 
and consignees of freight in those 
states who would still be governed by 
the published tariff rates, against 
which only Georgia and its citizens 
would have secured some measure of 
relief. There would be two sets of 
rates between the south and the north, 
one, effected as a result of this court’s 
decree, applicable to shippers in Geor- 
gia over the railroads which are de- 
fendants here, and another governed 
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by published tariffs approved by th 
Commission and applicable to i 
other shippers and railroads in th 
south. Since illegality in existing 
rates is averred because of disparity jp 
the level of rates in two rate-making 
areas, with no allegation that south. 
ern carriers receive more than a {air 
charge for their transportation sery. 
ice, the court would be required to de. 
termine whether the discrimination 
should be removed by increasing rates 
in official territory or establishing an 
intermediate level of new rates. In. 
terstate Commerce Commission y, 
United States ex rel. Campbell (1933) 
289 US 385, 392, 77 L ed 1273, 53 
S Ct 607—a determination which 
could be arrived at only by the per- 
formance by this court of the legisla- 
tive function of rate making which 
has hitherto been reserved to the 
Commission. 

If all this is to be avoided by the 
injunction against the alleged cor- 
spiracy, but without enjoining any of 
its asserted evil consequences in rate 
making, the issue originally tendered 
would, by the amendment to the bil 
of complaint, seem to amount to little 
if anything more than a political is 
sue. The amended complaint alleges 
that “The wrong done transcends that 
experienced by individuals. For as 
men, firms, and corporations have 
come and gone, the conspiracy has 
continued over the decades.” While 
trial upon the original complaint 
might have reduced this grievance to 
the dimensions of a cause of action to 
enjoin illegal freight rates injurious 
to the state, it now appears as the 
grievance of a section of the country 
against an existing Federal system 0 
rate making, which should be at- 
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dressed to Congress rather than to 
this court. 

The support which the Department 
of Justice lends to Georgia’s conten- 
tions by the brief amicus, filed in this 
court in behalf of the United States, 
removes any evident need for enter- 
taining this suit. The government is 
charged with the enforcement of the 
anti-trust laws, and is authorized by 
§ 4 of the Sherman Act and § 16 of 
the Clayton Act to maintain suits for 
that purpose, which others cannot 
bring. If it believes that the alleged 
conspiracy exists and should be 
stopped by the remedial action of 
courts, without resort to the Com- 
mission, there would seem to be no 
reason why, avoiding the many tech- 
nical obstacles to the present suit, it 
should not proceed to remedy in the 
usual manner the grievances of the 
citizens of the United States includ- 
ing citizens of Georgia. 

Other objections aside, it seems ob- 
vious that this court cannot give any 
effective relief removing the threat of 
injury to the state resulting from a 
railroad rate conspiracy without 
breaking down the system of rate reg- 
ulation by the Commission—a system 
which Congress has painstakingly 
built up since the decisions, more than 
forty-five years ago, in United States 


v. Trans-Missouri Freight Asso. 
(1897) 166 US 290, 41 L ed 1007, 
17 S Ct 540, and United States v. 
Joint-Traffic Asso. (1898) 171 US 
505, 43 L ed 259, 19 S Ct 25, when 
the Commission was without power 
to prescribe rates. See Texas & P. 
R. Co. v. Abilene Cotton Oil Co. 
(1907) 204 US 426, 51 L ed 553, 27 
S Ct 350, 9 Ann Cas 1075; Terminal 
Warehouse Co. v. Pennsylvania R. 
Co. supra (297 US at p. 513, 80 L ed 
at p. 835). 

The reasoning of the court is not 
and cannot be restricted to this case. 
If Georgia may prosecute the present 
suit, every shipper or consignee of 
freight who asserts injury by a con- 
spiracy respecting railroad rates in 
violation of the anti-trust laws, may 
maintain a like suit in a district court. 
The prosecution of such suits cannot 
fail to bring chaos into the field of in- 
terstate rate making. The entry of 
decrees for the plaintiffs could only 
mean the breakdown of the unified 
system of fixing rates by Commission 
action, which Congress has ordained 
by the Interstate Commerce Act. It 
was the purpose of § 16 of the Clay- 
ton Act to preclude such a breakdown. 
Its purpose can and should be effected 
by the refusal of this court to enter- 
tain the proposed suit. 
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Ben Polando et al. 


Menallen Water Company 


Complaint Docket No. 14030 
May 7, 1945 


“peo against refusal of water company to supply serv- 
ice for domestic and agricultural purposes; dismissed. 


Service, § 121 — Duty to serve — Charter restrictions — Water. 
A company chartered for the purpose of supplying, storing, and transfer- 
ring water and water power for commercial and manufacturing purposes 
does not have the right or obligation to furnish water for agricultural and 


domestic use. 


By the Commission: By this pro- 
ceeding certain residents of the village 
of Keisterville in Menallen township, 
Fayette county, seek to have public 
water supply service made available to 
them by Menallen Water Company. 
Complainants set forth that they are 
residents and owners of property in 
Keisterville, a village of approximate- 
ly 1,000 population laid out along 
streets and alleys, formerly owned by 
Lincoln Coal and Coke Company, hav- 
ing no source of water for domestic 
use for the residents other than some 
shallow wells and an open reservoir, 
the water from which is unfit for 
human consumption. 

The complainants allege that the 
respondent is a corporation engaged in 
the business of supplying water for 
commercial, agricultural, and domestic 
use in Menallen township and, by rea- 
son thereof, is subject to the Public 
Utility Law of the commonwealth ; 
that the petitioners have requested re- 
spondent to furnish water to them for 
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agricultural and domestic uses and 
have offered to contract for such serv- 
ice and are ready to make a reason- 
able contribution toward the cost of 
making such service available to them, 
but that respondent is unwilling to 
comply with their request under any 
circumstances, 

In answer to the complaint, the re- 
spondent admits that present sources 
of domestic water supply for the peti- 
tioners are as described. It accepts 
the petitioners as residents of Keister- 
ville but denies knowledge as to their 
ownership of property. It denies that 
the village is laid out in streets or was 
formerly owned by Lincoln Coal and 
Coke Company. Respondent denies 
that complainants have requested it or 
any of its officers or agents to furnish 
water for agricultural and domestic 
use or have offered to contract for 
such service. Specifically, Menallen 
Water Company denies that it is en- 
gaged in the business of supplying wa- 
ter for commercial, agricultural, and 
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domestic use in Menallen township or 
is, therefore, subject to the Public 
Utility Law but, on the contrary, avers 
that it is a corporation chartered Au- 
gust 8, 1902, under the Corporation 
Act of April 29, 1874, its amendments 
and supplements, for the purpose of 
supplying, storing, and transferring 
water and water power for commercial 
and manufacturing purposes in the 
township of Menallen, Fayette county, 
enrolled in Charter Book 70, page 
260, in the office of the secretary of 
the commonwealth. 

In conclusion, respondent avers that 
water from its source of supply is not 
ft for human consumption and that 
it could not furnish water suitable for 
domestic or agricultural purposes at 
costs which would be reasonable or 
fair to consumers. 


Passing the items upon which there 
is mutual agreement, together with the 
controversial items which are imma- 
terial and irrelevant, we come to the 
charter purpose of Menallen Water 
Company and respondent’s contention 
that it is not subject to the Public 
Utility Law. 

Reference to the cited enrollment 
in the office of the secretary of the 
commonwealth reveals that the re- 
spondent company was incorporated 
and chartered: “. . . for the 
purpose of supplying, storing, and 
transferring water and water pow- 
et for commercial and manufactur- 
ing purposes in the township of 
Menallen, Fayette county, Pennsyl- 
vania,”” 

In our order of September 18, 1944, 
in Re Puritan Water Co. at A. 63115, 
we said: 

“The Corporation Act of April 29, 
1874, P.L. 73, § 2, as amended by the 
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act of May 16, 1889, P.L. 226, classi- 
fies the purposes for which corpora- 
tions may be formed. Among these 
are: 

““TX. The supply of water to the 
public, or the supply, storage, or trans- 
portation of water and water power 
for commercial and manufacturing 
purposes.’ 

“The clause embraces two kinds of 
companies and these cannot be united 
in one charter. A company incorpo- 
rated for supplying water ‘for com- 
mercial and manufacturing purposes’ 
as in this case does not have the char- 
ter right to furnish a general public 
water supply, but is limited to service 
for commercial and manufacturing 
purposes and may not lawfully fur- 
nish domestic service except as may be 
incidental to its service for commer- 
cial and manufacturing purposes. See 
Sowego Water & Power Co. (1895) 
16 Pa CC 179.” 


It thus appears that the complain- 
ants, in requesting respondent to fur- 
nish domestic water service to them, 
desire the respondent to do a thing 
which, under its charter, it has not the 
right or obligation to do and which we 


have not the power to require. Pitts- 
burgh R. Co. v. Public Service Com- 
mission (1934) 115 Pa Super Ct 58, 6 
PUR(NS) 369, 174 Atl 670; Haugh 
& K. Storage & Transfer Co. v. Pub- 
lic Utility Commission (1938) 133 Pa 
Super Ct. 175, 27 PUR(NS) 377, 2 
A(2d) 548. 

After full consideration of the plead- 
ings before us, we are of the opinion 
and find that we are without authority 
to grant the petition and, therefore, no 
useful purpose can be served by hear- 
ing the matters submitted; therefore, 
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It is ordered: That the instant com- 
plaint of Ben Polando et al. against 


Menallen Water Company be and is 
hereby dismissed. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Reich Brothers Long Island Motor 
Freight Incorporated 


Case 11855 
June 7, 1945 


ROCEEDING on motion of Commission as to service rendered 
P by motor carrier holding operating certificate ; carrier offered 
alternative of serving all points within certificate or submitting 

to revocation. 


Discrimination, § 200 — Service — Shortage of equipment and man-power. 
1. A motor carrier may not withdraw service from one part of its cer- 
tificated territory in order that other parts may receive larger measure of 
service, during a shortage of equipment and man-power, and continue to 
hold dormant the authority to resume operation when it sees fit, p. 169. 


Certificates of convenience and necessity, § 152 — Revocation — Partial abandon- 


ment. 


2. A motor carrier holding a certificate of convenience and necessity, but 
unable because of a shortage of equipment and man-power to serve ade- 
quately all the territory covered, must submit to revocation of that por- 
tion of the certificate from which it wishes to withdraw service, p. 169. 


APPEARANCES: Philip Halpern, 
Counsel (by Martin J. Eagan, As- 
sistant Counsel), for the Public Serv- 
ice Commission; T. D. Pratt, New 
York, for Reich Bros. Long Island 
Motor Freight Inc. 


By the Commission: This pro- 
ceeding was instituted because of the 
above-named motor carrier’s act in 
laying and maintaining for more than 
a year an embargo against all traffic 
to or from certain parts of the terri- 
tory which its certificate of public con- 
venience and necessity authorizes it 
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to serve. On January 25, 1945, we 
ordered the carrier to resume service 
in accordance with its certificate on or 
before March 15, 1945. The carrier 
accepted the order, but applied for 
permission to establish a similar em- 
bargo and to continue it for the du- 
ration of the present war and six 
months thereafter, or in the alterna- 
tive, for suspension of its certificate 
in so far as it authorizes transporta- 
tion to and from the embargoed area. 
After hearing, the petition was denied 
and the carrier was informed that it 
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must either restore service promptly 
as directed by the outstanding order 
or consent to a revocation of the au- 
thority not being exercised. 

Under date of April 23, 1945, we 
circulated to all motor carriers of 
property under our jurisdiction a no- 
tice quoted in full below: 

“Particularly in recent months re- 
ports have been reaching the Com- 
mission of the total or partial abandon- 
ment of service by common carriers 
of property. When not total, such 
abandonments have taken the form of 
slective refusal to carry certain prop- 
erty, or to carry any property on cer- 
tain routes. These actions by carri- 
ets have resulted in reduced service 
to shippers and in justifiable com- 
plaints by them. In other instances 


embargoes have been imposed and con- 
tinued by carriers, also resulting in 


the restriction of service. 

“A certificate issued to an individ- 
ual or to a corporation for the com- 
mon carriage of property imposes an 
obligation as well as conferring a 
tight or privilege to serve the public 
in that capacity. It may not be light- 
ly cast aside or qualified without rea- 
son or authority and merely to serve 
the convenience of the carrier. 

“The Commission appreciates the 
difficulties which have arisen out of 
the war effort and the consequent re- 
strictions imposed by the situation 
and by Federal authority on man 
power, gasoline, tires, repair parts, 
etc. It recognizes that in some cir- 
cumstances (e. g. where personnel 
has been drafted into the armed 
forces) abandonment or restriction 
of service may be necessary, and has 
accordingly suspended temporarily 
certificates in such cases. In other 


instances where the facts of unauthor- 
ized abandonment have been estab- 
lished, certificates have been revoked. 
In cases of too long-continued em- 
bargoes, certificate holders have been 
required to resume service or accept 
revocation of portions of their certifi- 
cates. 

“There is a greater need now than 
ever to maintain the maximum truck 
service possible and to maintain it for 
all classes of service on all routes. In 
cases where this appears to be impos- 
sible under present circumstances, 
prompt application should be made to 
the Commission for suspension or rev- 
ocation of all or a part of a certificate 
and service must not be abandoned or 
unduly curtailed, unless the authority 
of the Commission has first been ob- 
tained.” 

Each application for suspension or 
revocation is, of course, to be con- 
sidered upon its merits, with due re- 
gard to the effect of the requested 
action upon the interests of the pub- 
lic. 

{1, 2] The stated reason for this 
embargo, and also for the requested 
suspension of operating authority, 
was that shortage of equipment and 
man-power made it impossible ade- 
quately to serve all the territory em- 
braced within the certificate. The 
ordinary rule is that under such cir- 
cumstances, available facilities must 
be distributed equitably. The carrier 
alleged in its petition and undertook 
to show at the hearing that by virtue 
of an arrangement worked out with 
another carrier, the territory in ques- 
tion was and is being adequately 
served. If such is the case, cessation 
of the carrier’s service in that terri- 
tory will not adversely affect the in- 
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terests of the public. We consider it 
improper, however, for this carrier to 
withdraw service from one part of 
its certificated territory in order that 
other parts may seceive a _ larger 
measure of service, and continue to 
hold dormant the authority to resume 
operation when it sees fit, whether the 


means to that end be embargo or sus- 
pension. We, therefore, offered the 
carrier the alternative of serving all 
points within its certificate or of sub- 
mitting to revocation of that portion 
of its certificate from which it wished 
to withdraw service. We adhere to 
that decision. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Syracuse Transit Corporation 


Case 11623 
April 25, 1945 


ROCEEDING on Commission motion as to rates of transit com- 
pany; temporary rates prescribed. 


Expenses, § 54 — Financing cost — Cost of reacquiring securities. 
1. A payment for services rendered in reacquiring securities is not a proper 
operating charge for rate-making purposes, p. 178. 


Expenses, § 6 — Jurisdiction of Commission — Effect of bonus plan under union 
contract. 

2. The Commission should not be restricted, in applying the standard fixed 
by law for reasonable rates, by a contract between a public utility company 
and a labor union providing for bonuses reflecting an increase in produc- 
tivity not compensated for in current wage rates, since the bonus question 
is one for the union and the company to work out with the national agencies 
and the Commission cannot become involved in wage agreements and nego- 
tiations with the War Labor Board, p. 179. 

Expenses, § 105 — Compensation under bonus plan — Wartime work. 
3. A bonus award granted union members pursuant to a plan approved by 
the War Labor Board and the Director of Economic Stabilization and in- 
tended to compensate employees for increased and unusual wartime work- 
load may be allowed as an operating charge for rate-making purposes, 
p. 179. 

Revenues, § 2 — Future estimates — Rate-making purpose. 
4. The Commission used adjusted income for the calendar year 1944 for 
the purpose of determining a reduction in bus rates to be put in effect, al- 
though it mentioned that it should be borne in mind that the net income dur- 
ing that year was abnormally large compared to the average net income 
from the reorganization of the company in 1939, p. 183. 

Valuation, § 312 — Working capital allowance — Temporary rates. 
5. No allowance for working capital was made for the purpose of fixing 
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RE SYRACUSE TRANSIT CORP. 
temporary bus rates, but materials and supplies as of a certain date were 
included in the tentative rate base, p. 184. 


Valuation, § 215 — Evidence of land value — Establishment of temporary rates. 
6. Evidence of present land value is irrelevant to the fixing of temporary 


rates, p. 184. 


Valuation, § 39 — Evidence of reproduction cost — Establishment of temporary 


rates. 


7. Evidence of reproduction cost appraisal of buildings of a public utility 
is irrelevant to temporary rates, p. 184. 
Valuation, § 79 — Evidence of ceiling prices — Establishment of temporary rates. 


8. Evidence of present ceiling prices for busses and service equipment as 
fixed by the Office of Price Administration is irrelevant to temporary rates, 


p. 184. 
Rates, § 630 — Temporary rates. 


9. Temporary rates to be established under the statute should approximate 
rates which can be reasonably expected to be sustained after completion 
of hearings and the fixing of final rates, p. 185. 


Return, § 99 — Bus company. 


10. A return of 16.1 per cent on a rate base established for the purpose of 
temporary bus rates was deemed too high, p. 186. 


Return, § 99 — Bus company. 


11. A temporary rate of 7 tokens for 45 cents was prescribed for a bus 
company with no other changes in the company’s rates, where such a tem- 
porary rate would yield a return of 10.9 per cent based on 1944 operations 


as adjusted, p. 188. 


APPEARANCES: Philip Halpern, 
Counsel (by J. J. Doran, Assistant 
Counsel ), for the Public Service Com- 
mission; W. H. Michell, Syracuse, 
Attorney, for Syracuse Transit Cor- 
poration; James C. Tormey, Corpora- 
tion Counsel, and Dwight Dale, As- 
sistant Corporation Counsel, Syra- 
cuse, for the city of Syracuse ; Charles 
L. Raper, Syracuse, for the War 
Transportation Committee of the city 
of Syracuse and county of Onondaga ; 
Leon Tarolli, Syracuse, Village At- 
torney, for the Village of Solvay; 
Nathan H. Blitman, Syracuse, Attor- 
ney, for Amalgamated Association of 
Street and Electric Railway and Mo- 
tor Coach Employees of America, Lo- 
cal Union No. 580. 


BREWSTER, Commissioner: Exam- 
ination by the staff of the Commis- 
sion of the recent annual reports of 
the Syracuse Transit Corporation in- 
dicated large increases in net income 
and early in June the Commission, 
through the secretary, wrote to the 
company calling attention to these 
large increases and stating that a vol- 
untary rate reduction appeared to be 
called for. The company having re- 
plied that it believed no reduction 
should be made, the Commission 
adopted an order July 27, 1944, in- 
stituting this proceeding. 

At the first hearing on August 14, 
1944, the company was informed that 
the Commission would take under 
consideration the fixing of temporary 
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rates if facts in the record justified 
such action and that I would proceed 
to take such evidence as either the 
company, the counsel for the Com- 
mission, or any other party to the pro- 
ceeding had to present bearing on the 
fixing of temporary rates. 

Mr. Michell, counsel for the com- 
pany, stated the company protested 
the fixing of temporary or permanent 
rates, because of present abnormal 
conditions. He stated that any cut- 
backs in war production would affect 
riding to war plants, and drastically 
curtail earnings. He referred to the 


Commission’s admonitions in Cases 
10193, 11202, and 10019, dealing 
with increased wartime earnings, and 
stated that the company had been put 
in good financial condition by reduc- 
tions in indebtedness and conserva- 
tion of cash. This policy was started 


before or about the time of the Com- 
mission’s warnings in these cases. He 
believed that it would not take a long 
time to try this case, because the prop- 
erty was now devoted solely to bus 
operations. 

A limited accounting examination 
was made by Mr. McKee of the Com- 
mission’s staff. Operating expenses 
for 1941, 1942, 1943, and the first 
six months of 1944 were examined. 
The balance sheet at December 31, 
1943, was also examined. Mr. Mc- 
Kee’s examination indicated recent 
net income in excess of that shown 
by the company and made more 
evident the necessity for substantial 
fare reductions. At a_ subsequent 
hearing (November 20, 1944) notice 
was given that further testimony 
should be confined to matters dealing 
with temporary rates and that there- 


59 PUR(NS) 


after testimony dealing with perma- 
nent rates, etc., could be resumed. 

Company witnesses testified on the 
claimed effects of 40 per cent and 70 
per cent cut-backs in war production, 
and. the additional mileage which 
would be required to conform to PSC 
regulations as to standees.  Testi- 
mony was also given as to anticipated 
postwar net income and extraordinary 
operating expenses to be incurred by 
the company in the near future. Much 
of this testimony relates to permanent 
rates, much is purely theoretical, but 
some is factual and must be given 
weight in fixing temporary or per- 
manent rates. 

There have been ten hearings to 
date from August 14, 1944, to Feb- 
ruary 6, 1945. A total of 1,007 pages 
of testimony and 51 exhibits have 
been presented thus far. There has 
been cross-examination on the ma- 
terial dealing with temporary rates. 

This memorandum deals with the 
establishment of temporary rates, and 
as the provisions of the law vesting 
the Commission with authority to pre- 
scribe temporary reductions in rates 
pending final determination of rates, 
do not require that reproduction 
cost figures be considered, no further 
discussion of that subject will be 
had at this time. When a final de- 
termination is made by the Commis- 
sion, such reproduction cost figures, 
if admissible, can ‘be given such con- 
sideration as may be warranted. 

Section 114 of the Public Service 
Law provides for the establishment of 
temporary rates on the basis of orig- 
inal cost less accrued depreciation of 
the physical properties in question. 
The company’s books purport to show 
original cost and accrued deprecia- 
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tion. The initial accrued depreciation 
was approved by the Commission in 
connection with reorganization pro- 
ceedings (C. 8965) of this company 
inthe year 1939. 


Operating and Corporate Data 

The Syracuse Transit Corporation 
was organized in connection with the 
reorganization of the New York State 
Railways (Syracuse System). From 
late in 1929 until the effective date of 
the reorganization (November 22, 
1939) the company’s property was in 
the hands of equity receivers and 
trustees for the bondholders. The re- 
organization became effective after 
the reorganization plan had been ap- 
proved by the Federal district court 
and this Commission. 

There were initially issued $2,151,- 
261 face amount of 4 per cent income 
notes. At December 31, 1944, there 


were issued and outstanding $963,- 


861 of this issue. The company has 
called on March 1, 1945, at par $620,- 
100 of the issued and outstanding in- 
come notes; thus there will be subse- 
quent to that date $343,761 of issued 
and outstanding notes. Not all of 
this debt reduction was from earn- 
ings. Mr. Bean, treasurer of the com- 
pany, testified that the company had 
received $749,752 since reorganiza- 
tion in 1939 from various sources, in- 
cluding sale of substations and car 
houses no longer used in operations, 
and funds from the New York State 
Railways trustee. The above men- 
tioned amount (S.M.920) although 
intermingled with the company’s gen- 
eral funds was used towards the re- 
demption of notes, all of which were 
purchased below par. The 1940- 
1943 annual reports of the company 
indicate that this discount from par 
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has been very substantial, some notes 
having been purchased as low as 254 
per cent, and none in excess of 80} 
per cent of par. Notes called on 
March 1, 1945, are being redeemed at 
par. 

Upon reorganization in 1939, the 
company was still operating rail lines 
but on January 5, 1941, the complete 
substitution of busses for trolleys be- 
came effective. 

This company furnishes local trans- 
portation in Syracuse and several ad- 
jacent communities, and there is an 
interurban line between Syracuse and 
Camillus. Thirteen routes are operat- 
ed in and around Syracuse. 

The principal basic cash fare is 10 
cents and tokens are sold at the rate 
of six for 45 cents. The rate for 
children between four and ten is 4 
cents. There is a cash fare of 5 cents 
covering an extension of one line to 
the Army Bomber Base. Fares on 
the Camillus interurban line are fixed 
by zones and the zone rates differ. 
However, the operating revenues from 
this operation are relatively unim- 
portant, having averaged under $25,- 
000 annually and it seems unneces- 
sary to discuss these rates in detail. 

At the hearing of February 5, 1945, 
an income statement for the full year 
of 1944, a balance sheet as of Decem- 
ber 31, 1944, and additional passen- 
ger revenue and bus mileage statistics 
as prepared by the company, were re- 
ceived in evidence. 


Balance Sheets 

Balance sheets of the company as 
reported at December 31, 1943, and 
December 31, 1944, are shown in con- 
densed form in Table 1 which 
follows: 
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TABLE 1 


Condensed Balance Sheets at December 31, 1943, and December 31, 1944 


Assets Side 
Fixed Assets 
Operating Property 
Construction Work in Progress 
Nonoperating Property 


Dec. 31, 1943 


$2,540,899.17 
11,032.60 
144,445.85 


Dec. 31, 1944 


$2,558,987.36 
45,466.98 
6,539.00 





Total Fixed Assets $2,696,377.62 


$2,610,993.34 





Investments 
Investments in Affiliated Companies 
Miscellaneous Investments 
Sinking Fund 
Depreciation Fund 
Miscellaneous Special Funds 


108,122.68 
299, 112.36* 

34.06 
264,494.51* 

30,218.73 


108,122.68 
249,809.02* 
632,559.39## 
421,023.79* 
30,247.15 





$701,982.34 


Total Investments 


$1,441,762.03 





Current Assets 
Cash 854,516.57 
Working Funds 9,690.00 
Materials and Supplies 35,743.03 
et I PN NI: od Sc udig ve.cndicsdcndobssacecveuves 53,995.82 





ee Se SS cw dwn uve esanauweeeeen $953,945.42 


$549,347.96 





Suspense 
Capital Stock Expense 


Miscellaneous Suspense 76,400.00 


414.35 
52,143.18 





Total Suspense $76,814.35 


$52,557.53 





Reacquired Securities 980,705.00 


1,944.00 





Total Assets Side $5,409,824.73 
Liabilities Side 
Capital Stock—Common 


$4,656,604.86 


$63,405.00 





30-Year Income Notes due 1969 $1,978,761.00 


$963,861.00 





Current and Accrued Liabilities 
Accounts Payable 
Taxes Accrued 
Interest Accrued 
Unredeemed Tickets (Tokens) 
Miscellaneous Current Liabilities 


59,782.79 
1,161,259.88 
40,000.00 
50,849.95 
13,340.54 


76,690.11 
988,196.55 
26,152.44 
56,587.39 
57,234.20 





Total Current and Accrued Liabilities .......... $1,325,233.16 


$1,204,860.69 





Reserves 
Depreciation Reserve 
Injuries and Damages Reserve 
Miscellaneous Reserves 


1,127,636.70 
48,623.47 
66,229.72 


1,308,918.82 
63,458.37 





Total Reserves $1,242,489.89 





Miscellaneous Unadjusted Credits 1,230.00 





Unearned Surplus 
Earned Surplus 


249,743.00 
802,357.98 





Total Liabilities Side $5,409,824.73 


$4,656,604.86 


* These items consist entirely of Cash, Government Bonds, and Tax Anticipation Notes, 


and are really Current Assets. 
** For $620,100 of notes called March 1, 1945, and accrued interest thereon, 
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Discussion of Balance Sheets—Table 
1: 

At first glance, the company’s cur- 
rent position at December 31, 1944, 
as shown in Table 1 looks very unsat- 
isfactory with current assets of $549,- 
347.96 and current liabilities of $1,- 
204,860.69. However, the company 
carries as “Miscellaneous Invest- 
ments” $249,809.02 and as “Depre- 
cation Fund” $421,023.79 or a total 
of $670,832.81, which is in the form 
of cash or United States Government 
bonds, and so its total current assets 
are really $1,220,180.77. Current 
and accrued liabilities include “Taxes 
Accrued” in the amount of $988,- 
196.55 and $253,865.06 of this 


amount relates to Federal income taxes 
for the year 1943; the total for ac- 
crued taxes at December 31, 1944, 
also includes $695,381.08 classed as 
Income Tax Liability for the year 


1944. This amount has not been ex- 
amined by the Commission staff. It 
has been the practice of the company 
to pay its income taxes quarterly. 

As previously mentioned, Mr. Mc- 
Kee of the Commission’s accounting 
staff made a limited examination of the 
balance sheet accounts, but the prop- 
erty accounts were examined by Mr. 
H. C. Lummis, chief valuation en- 
gineer for the Commission. Mr. 
McKee examined the cempany’s bal- 
ance sheet at December 31, 1943, but 
the December 31, 1944, figures are 
submitted by the company. 

Mr. McKee pointed out that the 
$144,445.85 shown for Nonoperating 
Property at December 31, 1943, repre- 
sents the book cost of the remaining 
portion of the former rail line prop- 
erty which is not used or useful in 
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omnibus operations. At December 
31, 1944, the balance in this account 
was only $6,539. 

The $108,122.68 shown on both 
dates as Investments in Affiliated 
Companies represents the investment 
in the Syracuse and Valley Land 
Company, a wholly owned subsidiary 
which holds former rail and bus lands 
no longer used or useful in operations. 

The $421,023.79 shown for Depre- 
ciation Fund represents cash in banks 
and United States Government bonds 
for the purchase of new bus equip- 
ment, in accordance with a resolution 
of the board of directors dated Janu- 
ary 28, 1943, and calling for the set- 
ting aside of $22,000 each month for 
this purpose. There is nothing, how 
ever, that would prevent the company 
transferring this fund into its gen- 
eral funds should the directors be so 
inclined. It should be emphasized 
that this action of the board of direc- 
tors is merely a segregation of cash. 

The $52,143 in Column 2 under 
Miscellaneous Suspense represents the 
anticipated postwar refund of the 
1944 Federal income taxes. 

The December 31, 1943, balance 
for Reacquired Securities included 
1944 shares of the company’s com- 
mon stock at its stated value of $1 
per share, which stock had been ac- 
quired in connection with the purchase 
of underlying bonds. Evidently this 
item only was carried at December 
31, 1944. 

Under Taxes Accrued the com- 
pany showed $1,161,259.88 at Decem- 
ber 31, 1943, and $988,196.55 at 
December 31, 1944. The major por- 
tion of these sums represents the bal- 
ance of accruals as follows: 
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Polernl Castes) Shocks Tames oie ssksiswecvvcssdctaceses swieseus 
Federal Income and Excess Profits Taxes for 1944 
Federal Income and Excess Profits Taxes for 1943 
Federal Income and Excess Profits Taxes for 1942 
Federal Income and Excess Profits Taxes for 1940 


Federal State and City Operating Taxes 


* Represents the total tax to be paid, $52,557.53 of which will become postwar refund. 


Federal Capital Stock taxes and 
the large accruals for Federal Income 
taxes are discussed herein (infra). 

The $66,299.72 at December 31, 
1943 for Miscellaneous Reserves ap- 
plies to nonoperating property. 


Property Accounts 

Mr. Lummis presented operating 
plant book balances with adjusted 
figures as of June 30, 1944. A sum- 
mary of Reserve for Depreciation per 


books and as adjusted was also pre. 
sented. He found reductions required 
in the omnibus plant accounts of 
about $6,000 and reductions in the 
Depreciation Reserve of about the 
same amount. It is therefore appar- 
ent that his net plants figure is prac- 
tically the same as shown on the 
company’s books at this date. A 
summary of the figures from Exhib- 
its 33 and 34 at June 30, 1944, is 
shown in Table 2 which follows: 


TABLE 2 


Condensed Summary of Operating Property and Reserve for Depreciation 


onan * of wares 
rope 
( Exhibit 33) 


Book 


Title or Subdivision Balances 


Land and Land Rights 

Structures 

Revenue Vehicles 

Registering Devices 

Service Cars and Equipment 

Shop and Garage Equipment 
Furniture .and Office Equipment .. 
Organization 

Franchises and Consents 


Miscellaneous Intangible Property ** 13,526 


$2,539,000 


$102,255 


Summary of Reserve for 
Depreciation 
(Exhibit 34)* 

Tentative 

Adjusted 

Balances 


Tentative 
Adjusted 
Balances 
$100,996 
319,313 
1,962,408 
27,404 
25,527 
25,364 
31,861 
8,023 
21,972 
10,056 


$2,532,924 


Book 
Balances 


0 
82,650 


0 
82,692 








$1,222,109 


Net Book Balances $1,316,891. 
Net Adjusted Balances $1,316,291. 


* Exhibits 33 and 34 figures are adjusted to reflect Mr. Lummis’ testimony restoring $2200 
for an item in Franchises and Consents which he charged to Depreciation Reserve. 
** Represents portion of cost of bridges paid for by the company, but in which it has no 


ownership. 


Income Statements—1942, 1943, 
Twelve Months Ended June 30, 
1944, and Calendar Year 1944 

Table 3 which follows gives in con- 
densed form the company’s income 
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statements for the years 1942, 1943, 
twelve months ended June 30, 1944, 
and calendar year 1944. Mr. McKee 
examined these income statements 
with the exception of the calendar 
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will follow Table 3. 


year 1944. Discussion of the income 
figures and adjustments to be made 


Taste 3 


Condensed Income Statements, 1942, 1943, 12 Months Ended June 30, 1944 
and 1944 per Books of Corporation 


12 Mos. Ended 
June 30, 1944 
$3,318,183 


1,817,230 
185,176 
291,013 

$2,293,419 


$1,024,764 
13,604 


$1,038,368 

$40,000 

233 
733,4284 

1,664 

b 


1942 
$2,545,833 


1,526,975 


1944 
$3,415,236 


1,968,949 
186,856 
303,458 


$2,459,263 


$955,973 
13,097 


$969,070 


$26,152 


5,884 
642,824 
10,555 


1,673 
© 94,335R 


$775,325 $592,753 
$263,043 $367,317¢ 


* Income and Federal Capital.Stock Taxes not separated except for 1944. 1943 figure includes 
$1,152.79 for State Franchise Taxes. 

bExtraordinary items and delayed items in 1942 and 1943 were carried direct to Surplus; 
for 12 months ended June 30, 1944 are combined with Nonoperating Income; and for 1944 are 
separately stated. 

©1944 extraordinary and delayed items, include $128,875.78 credit for overaccrual of 1940- 
1942 income taxes. The actual payment for 1942 income taxes was $144,334.79. 

@Includes $1,152.79 for State Franchise Taxes. 


1943 
$3,328,428 


1,738,156 
93,407 
305,763 
$2,237,326 


$1,091,102 
12,373 


$1,103,475 
$40,000 
1,347 
772,000 
1,559 

b 


Total Operating Revenues 
ating Exp. (Excl. Dep.) 
ache So Rocenes 170,735 
Taxes—Operating 272,054 
Total Oper. Rev. Deduct. ........--- $1,969,764 


$576,069 
5,341R 


$570,728 
$59,751 














Operating Income 
Nonoperating Income 





Gross Income 








Int. on Long Term Debt 
Misc. Int. Deductions and Amortization 
ff Debt. BIG: Neve ccessecdaduecccces 


Income Taxes ® 

Capital Stock Taxes ® 

Misc. Deductions from Income 
Extraordinary and Delayed 
Items in 1944 


Income 
b 





$322,109 
$248,619 


$814,906 


’ 


Total Deductions from Gross Income .. 
Net Income 


R—Denotes red figure. 


It should be noted that operating 
income for the year 1943, twelve 
months ended June 30, 1944, and the 
year 1944 has been relatively stable. 

Mr. MciXee directed attention to 
the large income tax accruals set forth 
by the company in its income state- 
ments, and the much smaller pay- 
ments made when these tax returns 
were filed or reviewed by the tax 
bureau. Such discrepancies affect the 
net income and result in these differ- 
ences being credited to earned surplus. 
For the year 1942, the company ac- 
crued for Federal income taxes the 


[12] 
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amount of $260,000, but the payment 
actually made after that year’s return 
was reviewed amounted to $144,344.- 
79. In 1943 the company accrued 
$772,000 for income taxes and filed a 
tax return for that year showing that 
$517,720 was due. Thus in these 
two years alone income tax accruals 
were $369,935>in excess of the actual 
payments and if the tax bureau ap- 
proves the 1943 return this amount 
will be added to surplus. 

Mr. McKee also pointed out several 
items covering accounting services 
which were charged to the wrong 
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years. These errors, if corrected, 
would affect income to a very slight 
extent and I will not at this time make 
any changes in the reported figures 
for these items. 

The company charged to operating 
taxes for payments of its Federal 
Capital Stock Taxes the following for 
the years shown: 


These taxes are based on the declared 
value of the company’s capital stock 
and are not a tax on property used or 
useful in the public service. The Com- 
mission’s classification of accounts for 
omnibus corporations, effective Jan- 
uary 1, 1944, classifies the Federal 
Capital Stock Tax as a deduction from 
gross income. It is apparent that the 
elimination of these taxes will ine 


crease the net operating income by 
those same amounts. 


Mr. McKee’s examination also re- 
vealed that the company charged to 
the years 1942 and 1943 amounts 
representing bonuses paid to its office 
force for work performed in the year 
preceding that in which the charges 
were made. As the adjustment is 
around $1,500 in each instance, no 
change will be made at this time. 

[1] In the year 1943, the company 
charged to Miscellaneous General Ex- 
penses $2,500. This payment was for 
services rendered in reacquiring se- 
curities. Obviously such a charge is 
not a proper operating expense charge 
and should be deleted. 

The company presented an income 
tax expert, Mr. Charles A. Gall, who 
is a manager of the accounting firm of 
Peat, Marwick, Mitchell & Co. of 
New York city. His firm does the 
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company’s general auditing work 
Mr. Gall attempted to support the 
1943 income tax accruals, and his tes. 
timony indicates a possibility that the 
income tax bureau will assess addi. 
tional taxes utilizing the full tax ae. 
crual for that year. This testimony 
indicates that excess profits taxes un- 
der the present law would not even 
apply to any net income that this 
Commission might allow as reason- 
able. Further discussion of this tes- 
timony is not necessary in this memo- 
randum. 

In 1943 the reported operating in- 
come was $1,091,475. Interest on 
long term debt amounted to $40,000. 
The income subject to income taxes 
amounted to $1,051,475. Net plant 
at Dec. 31, 1942 was $1,338,496, and 
at Dec. 31, 1943, was $1,413,262, 
giving an average net plant of $1,375, 
879 for 1943. Allowing for income 
taxes at 40 per cent, the amount avail- 
able for return was $670,885, or 48,7 
per cent of net plant. 

Similar calculations for 1944 indi- 
cate a return of 43.8 per cent on aver- 
age net plant. It is thus apparent that 
this company has had a fair rate of 
return many times over on its prop- 
erty used and useful in the public 
service. Therefore an immediate fe- 
duction in fares is required and only 
its size is in question. 

For the purpose of fixing temporary 
rates, I will adjust the operating ex- 
penses so as to reflect the following 
additional costs. These adjustments 
will be set up for twelve months end- 
ed June 30, 1944 and the year 
1944. 

1. Bonus award granted Union 


members (effective as of May |, 
1944). 
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2. Increased city of Syracuse li- 
cense fees (effective July 1, 1944). 

3. Group insurance cost (effective 
August 1, 1944). 

4. Certain increased maintenance 
expenses (not reflected in recent in- 
come statements ). 

Discussion of the above items to be 
allowed herein follows: 


Bonus Allowed by the War Labor 
Board 

[2, 3] The company and the Amal- 
gamated Association of Street and 
Electric Railway and Motor Coach 
Employees of America, Division 580 
(hereinafter referred to as_ the 
“Union” ) have in effect a bonus plan 
as approved by the War Labor Board 
and the Director of Economic Stabil- 
ization. The record indicates that a 
bonus plan had been under discussion 
since June, 1944, with the War Labor 
Board in Washington and the Second 
Region of the National War Labor 
Board in New York city. The present 
bonus was approved in September, 
1944, for the period May 1, 1944, to 
May 1, 1945. 

This bonus, which is more fully 
described in Exhibit 41, attempts to 
compensate the company employees 
for “the increased and unusual” war 
time work-load. The formula in 
effect determines what the wages 
would be per vehicle mile if they in- 
creased (since 1941) in the same pro- 
portion as revenue, increased revenue 
indicating increased productivity. 
From this is subtracted current wages 
reduced by the 15 per cent permitted 
under the Little Steel Formula. The 
difference is set forth as an increase in 
productivity not compensated for in 
current wage rates. There is a 7 
cents an hour ceiling on such bonuses. 
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The bonus formula and bonus pay- 
ments thereunder are in no way re- 
lated to the company’s net operating 
revenues. 

It is apparent from the testimony of 
Messrs. Brien and Collins, represent- 
ing the employees’ union, that bus em- 
ployees’ work under present over- 
crowded conditions is decidedly more 
difficult than it was prewar. Upon 
the records herein, I do not question 
that the employees should receive this 
additional compensation. 

Mr. Doran, counsel for the Com- 
mission, pointed out that the bonus 
plan approved by the National War 
Labor Board was granted on the con- 
dition that the company would not use 
this bonus for an application for a 
fare increase or to resist an otherwise 
justifiable fare decrease. 

Mr. Blitman, counsel for the Union, 
presented a statement showing the 
effect on the bonus plan if rates of 
fare were changed in accordance with 
Dr. Bucknam’s testimony. Exhibit 
28 presented by him showed the fol- 
lowing claimed effects on the bonus 
per Union member: 

Token rate 7 for 50¢—$25.00 per year 
duction. 

Token rate 8 for 50¢—$50.00 per year 
duction. 


Token rate 4 for 25¢—$75.00 per year 
duction. 


The above figures were computed 
the basis of an employee working 
average of 2,500 hours per year. 
There are 435 company employees 
belonging to this Union and they con- 


stitute most of its membership. No 
figures were submitted on behalf of 
the Union on the basis of token rates 
of 3 for 20 cents and 6 for 40 cents. 
Dr. Bucknam gave figures on esti- 
mated revenue reductions with these 
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token charges in oral testimony ‘sub- 
sequent to the presentation of Exhibit 
28. Mr. Blitman stated that the con- 
dition imposed by the War Labor 
Board as to the bonus not being used 
to get an increase in fare or to resist 
an otherwise justifiable decrease in 
fare would not apply to the Union. 
He asserted that it applied only to the 
company. 

The testimony of Mr. Collins, busi- 
ness manager of the Union, indicates 
that prevailing wage rates for me- 
chanics in Syracuse are substantially 
higher than those now in effect, in- 
cluding the bonus, for company em- 
ployees. 

The testimony of Mr. Nicholson 
for the company, and various Union 
officials indicates that a reduction in 
the charge for tokens would result in 
a reduction in bonus payments to em- 
ployees. This is on the basis that the 
formula now applied by the company 
in determining the amount of the 
bonus remains in effect. It was 
claimed that seven months of negotia- 
tions were involved in getting War 
Labor Board approval of the present 
formula. 

Rate reductions should not be used 
as a basis for reducing the compensa- 
tion paid to employees. As has al- 
ready been shown, this matter is com- 
plicated by the contract between the 
company and the Union. However, 
this is a matter for the Union and the 
company to work out with the nation- 
al agencies. Quite obviously this 
Commission can not become involved 
in any wage agreements or negotia- 
tions with the War Labor Board, nor 
be restricted in applying the standard 
fixed by law for reasonable rates. It 
is not reasonable that an arbitrary 
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formula for computing the additional 
compensation should be used to pre- 
vent a just reduction in rates of fare 
paid by the public. 

I am allowing herein as an operat- 
ing expense the full cost of the bonus 
estimated by the company’s comp- 
troller, Mr. Nicholson, at $46,000 for 
the year ending April 30, 1945. As 
has already been shown, this bonus 
became effective on May 1, 1944, and 
therefore the full 1944 income state- 
ment should reflect eight months’ 
cost of this bonus. An additional 
four months’ cost of this bonus should 
be allowed for the full year 1944. 

The income statement for the 
twelve months ended June 30, 1944, 
does not reflect any part of the cost 
of this bonus because approval of same 
was not finally secured until Septem- 
ber, 1944. The first payment retro- 
active to May 1, 1944, was made in 
October, 1944. Mr. Nicholson esti- 
mated that the bonus if in effect dur- 
ing the twelve months ended June 30, 
1944, would have cost $41,187. 


Increased City of Syracuse License 
Fees 
License fees paid to the city of Syra- 
cuse for the twelve months ended June 
30, 1944, were as follows: 


No. of Busses Old Rate Amount 


$150.00 $38,700.00 
150.00 


$38,850.00 


As of July 1, 1944, the rates 
charged by the city of Syracuse were 
tripled, resulting in an increase of 
$77,700 on an annual basis if all of 
the busses were licensed. This amount 
should be allowed over and above the 
operating expenses as reported for the 
year ended June 30, 1944, This is 
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based on the fact that prior to the 
increase in license fees the company 
licensed all of its busses at the begin- 
ning of the license period. This is 
done although the company has ap- 
pealed this increased charge and has 
a suit pending in connection there- 
with. Such large increases in bus fees 
decrease the possible reduction in fares 
to bus riders who in many cases are 
not taxpayers and receive no benefit 
from the increase in license fees. 

The record shows that the company 
pays this fee in advance. The com- 
pany did not license all of its fleet on 
July 1, 1944, but planned to license 
additional busses as needed. In this 
way some expense is saved, as the 
license charge drops on the first of 
each month by one-twelfth. Since 
only about one-half of the annual in- 
crease in the city license charges is 
reflected in the 1944 accounts and 
considering that the company has not 
licensed all of its busses, it is esti- 
mated that an additional allowance 
of $27,600 should be made to cover a 
full year. 


Group Insurance Cost 

The company has also taken out 
group insurance for the members of 
the Union which became effective on 
August 1, 1944. On an annual basis 
the cost was estimated at $6,500. If 
this group insurance had been in effect 
during the twelve months ended June 
30, 1944, the cost of same will be as- 
sumed herein to have amounted to 
approximately the same amount. It 
would appear that only five-twelfths 
of this cost (or about $2,500) is re- 
flected in the 1944 income statement, 
and I will therefore allow seven- 
twelfths of the $6,500, or an additional 
$4,000. 


Increased Maintenance Expenses 

Mr.° Frank E. Cordone, superin- 
tendent of maintenance of the com- 
pany, on October 26, 1944, presented 
Exhibit 15 showing Estimated Cost 
of Replacing Sub-standard and Over- 
loaded Parts and Materials. He 
claimed a total expense of $111,- 
799.67, which amount includes many 
miscellaneous small engine items, stor- 
age batteries, hoses, clutch facings, etc. 
In presenting Exhibit 15 no proof 
was given as to the extent that these 
additional costs were not reflected in 
operating statement for twelve 
months ended June 30, 1944. One 
large item claimed appears quite ob- 
vious. In October, 1944, the com- 
pany had on order 117 rear axle 
assemblies for certain late model 
busses, and older busses which have 
recently had an axle assembly replace- 
ment. These recent axle assemblies 
lack proper alloy steels, and need im- 
mediate replacement. This expense is 
estimated at $36,575 and the replace- 
ment work started early in 1945. 

At the February 5, 1945, hearing, 
Mr. Cordone presented Exhibit 42 of 
6 pages entitled “Statement Showing 
Estimated Increased Cost of Main- 
tenance of Revenue Equipment for the 
Year 1945 over 1944.” The company 
had 75 busses out of service daily in 
January, 1945, due to broken springs, 
transmission, differential, and engine 
parts as compared with 12 to 15 busses 
out of service for similar causes in 
January 1944. Streets in Syracuse 
have been very bad since the first 
snowfall on November 30, 1944. 

Mr. Cordone claimed that the cu- 
mulative effect of inferior parts and 
increased repairs caused by street 
conditions and overloading of busses 
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necessitate an expenditure of $206,- 
049.98 over and above 1944 expendi- 
tures ($213,589.19) for maintenance. 
On February 5, 1945, there was a 
backlog of 25 to 30 busses that they 
had been unable to repair. Mr. Cor- 
done stated that most of the repair 
parts listed were on order. 

The company now has 120 helpers, 
mechanics, welders, body repairmen, 
and cleaners as compared with 90 
similar employees one year ago. Even 
with this increase in personnel, it was 
necessary to “farm out” more repair 
work than a year ago. Some work 
that should have been done in 1944 
was deferred because repair parts were 
not available, but some of the defec- 
tive parts cannot be patched or re- 
paired any further. The detailed 
direct and cross-examination on the 
extra costs shown in Exhibit 42 took 
up over 60 pages of testimony, and in 
my opinion the additional cost was 
reasonably proved. 

However, I believe that the clutch 
replacement work, claimed to cost 
$30,030 has an element of betterment. 
The company proposes to install 
larger clutches on 157 busses and have 
hydraulic controls instead of mechan- 
ical controls. If this work were to 
be on just a few busses, the element 
of betterment might be overlooked, 
but almost two-thirds of the fleet is 
involved. The record does not show 
the average age of the busses on which 
this work is to be done, but it could 
reasonably be assumed that the better- 
ment will involve $5,000 to $10,000. 
Giving consideration to this factor, I 
believe it would be reasonable to 
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round out to $200,000 the increased 
bus repair work to be undertaken jp 
1945. 


Claims 

Mr. Ansel P. Brown, supervisor of 
claims of the company, showed the 
great increase in accident claims oc. 
curring in December, 1944, and Janu. 
ary, 1945, as compared with the same 
months of 1943 and 1944. In this 
two months’ period accidents more 
than doubled. In the first four days 
of February, 1945, accidents were 
double the similar period one year 
ago. In addition the cost of automo- 
bile repairs on automobiles of claim. 
ants has greatly increased, and there 
is now loss of use to be considered, 
because of the time to make repairs. 

Mr. Brown’s Exhibit 43 shows 
that claim payments plus estimated 


liability for unsettled claims aggre- 
gated $80,085.22 for 1943; and $110. 
104.62 for 1944. He estimated 1945 
costs at $30,000 in excess of 1944, 
based on increase of accidents so far 


this year. He expects this condition 
to continue for two months more, be- 
cause of present weather conditions. 

The additional $30,000 claimed for 
1945 appears sufficiently supported, 
and should be allowed in arriving at 
increased operating costs for 1945 
when considering temporary rates. 

The following table sets forth in 
summary form the company’s reportt- 
ed operating income for twelve months 
ended June 30, 1944, and year 1944, 
together with allowances to these fig- 
ures that should be made for a future 
period. 
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TABLE 4 


Reconciliation of Net Operating Revenues 
Twelve Months Ended June 30, 1944 and 
Year 1944 as Reported and as Adjusted 
to Reflect Increased Costs 
June 30, Year 
, 1944 1944 
Reported Net Operating 
w Revenue $1,024,765 $955,973 





Allowances or Adjust- 
ments Herein 
Bonus $41,187 $18,000 
Group Life Ins. .... 6,500 3,500 
Licenses (Syracuse) 77,700 27,600 
Additional Bus 
Maintenance 36,575 200,000 
Claims case 30,000 
State Franchise Tax 
(incorrectly set forth 
by the Company 
with Income Taxes 
instead of Operating 
Taxes) 


1,183 woes. 
$279,100 





$163,115 


Adjusted Net Operat- 
ing Revenue applica- 
ble to a future year 


$861,670 $676,873 


[4] On the basis of the record as 
to costs before us in late 1944, it ap- 
peared that an adjustment of $163,- 
115 should be made to the reported 
net operating revenues for the twelve 
months ended June 30, 1944. How- 
ever, the cumulative effect of the use 
of inferior materials and the larger 
proportion of same now existing on 
the company’s busses makes increased 
adjustments necessary for the full 
1944 year as shown in column 2 
above. I believe that the calendar 
year 1944 income as adjusted, which 
is the most recent period, should be 


At Dec. 31, 1943 


(Exhibit 10— 
Table A) 
cccccccces $2,040,899 
1,127,637 


Operating Property—Omnibus 
Depreciation Reserve .........- errr re 


used to determine the reduction in 
rates to be put in effect. In using 
1944 net income, however, we should 
bear in mind that it is abnormally 
large compared to the average net 
income from the reorganization in 
1939. 

The company’s net operating reve- 
nue is now abnormally high, but this 
condition has prevailed since late in 
1941 and still continues. Due to in- 
crease in total passengers carried to- 
gether with gasoline shortage and the 
requirements of Federal agencies the 
Commission has been obliged to relax 
the enforcement of its rules as to 
standee passengers. It is quite evi- 
dent that increased net income has 
been due in large measure to the in- 
crease in passengers carried per bus 
mile. Earning ability has increased in 
spite of higher wages and higher ma- 
terial and other operating costs. 
When normal operating conditions re- 
turn and the standee rule of the Com- 
mission can again be enforced there 
will be some decrease in net earnings 
per bus mile operated. 


Rate Base 

The rate base of the Syracuse 
Transit Corporation will be deter- 
mined in connection with the fixing 
of final permanent rates. However, 
certain figures are available from the 
company’s annual reports and the tes- 
timony to date. These follow: 


June 30, 1944 (from 
Exhibits 33 & 34) 

December 
31, 1944 
per Books 
$2,558,987 

1,308,919 


As tentatively 
Adjusted 
$2,532,924* 

1,216,633* 


Per Books 
$2,539,000 
1,222,109 





Net Plant ..... ghendedsidetacns $1,413,262 


$1,316,891 $1,316,291 $1,250,068 


* Figures shown on Exhibits 33 and 34 are adjusted herein so as to reflect testimony of 
Mr. Lummis restoring $2,200 for an item in Account 122.4 which he charged to Depreciation 


Reserve. 
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It is apparent that at June 30, 
1944, the company’s net plant as 
shown by its books, and net plant as 
tentatively adjusted yield practically 
identical figures. It should be noted 
that Land and Land Rights are shown 
on the company’s books at that date 
at $102,255.20; Mr. Lummis’ adjust- 
ed figures are $100,966.10. These fig- 
ures do not include land carried by 
the company as Construction Work 
in Progress of $17,097.58. An ap- 
praisal submitted by Mr. Samuel N. 
McCain, a real estate expert in Syra- 
cuse, values land including that car- 
ried by the company as Construction 
Work in Progress at $250,500, or 
over $132,000 in excess of book fig- 
ures. A substantial portion of this 
excess is due to the fact that the orig- 
inal cost of one parcel, now the site 
of the Tallman street garage, repre- 
sents the cost to a predecessor cor- 
poration in 1864 of only $650.00. 
This plot of land is now within the 
business district of Syracuse. The 
witness testified that the present mar- 
ket value of this parcel was $71,250 
as of October 25, 1944 (the date of 
McCain’s letter of transmittal) and is 
set forth as the reasonable market 
value. 

Even if this increased valuation for 
land were to be allowed (and § 114 
makes no provision therefor) a tenta- 
tive rate base (including materials 
and supplies) for the year 1944 would 
only approximate $1,500,000. 
Working Capital 

[5] Mr. Nicholson presented Ex- 
hibit 51 showing working capital re- 
quirements of $250,000. This ex- 
hibit was offered on both temporary 
and permanent rates, but was not re- 
ceived because of improper foundation. 
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The witness ignored the fact that in. 
come taxes (over $600,000 annually) 
are paid at least eleven and one-half 
months after accrual therefor starts, 
and that tokens ($56,587 at December 
31, 1944) are sold in advance of their 
use. 

In numerous other cases before the 
Commission there has been testimony 
as to working capital requirements of 
omnibus corporations. These have 
invariably shown that this business is 
peculiar in that passengers advance 
large funds in connection with the 
purchase of tokens thereby supplying 
considerable working capital. In ad- 
dition, the business is conducted on a 
cash basis. Finally, income tax pay- 
ments usually paid quarterly are not 
due on an average until almost one 
year after operating income is earned. 
For the purpose of temporary rates, 


no allowance for working capital is 
made, but materials and supplies as 
per books at December 31, 1944 are 
included in the tentative rate base. 


Discussion 

[6-8] The figures set forth in the 
income account Table No. 3 without 
any adjustment or change reveal an 
unusually profitable business. In 1943, 
after payment of all charges including 
all taxes, interest, etc. the company 
reported a profit of $288,569.13 (Ta- 
ble B of Exhibit 10). However, the 
company actually paid as income taxes 
for the year 1943 only $517,720.59 
instead of the $772,000 accrued on its 
books. If the 1943 tax return is_ap- 
proved the company had $254,280 of 
additional income, which suggests that 
the real net earnings for this company 
for the year 1943 were $542,849. The 
stated value of the common stock of 
this company is $1 per share, and there 
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are 63,405 shares outstanding. Capi- 
tal stock, unearned surplus, and earned 
surplus at December 31, 1944, aggre- 
gated $1,115,506. These earnings are 
almost 50 per cent of this $1,115,506. 

Dividends paid by the company 
have been as follows: — 


122,922 


The company presented Exhibits 29 
and 30 respectively, showing claimed 
present land value and a reproduction 
cost appraisal of buildings, but cross- 
examination and receipt of the latter 
exhibit were deferred. Such material 
is not relevant to temporary rates. 
The company also submitted Exhibits 
47 and 48 showing present ceiling 
prices for busses and service equip- 
ment as fixed by OPA. Cross-exami- 
nation of all this testimony was like- 
wise deferred, as it was not relevant 
to temporary rates. 


In addition, the company submitted 
Exhibit 50 showing estimated cost of 
replacement of operating property and 
facilities at December 31, 1944. Di- 
rect testimony on this material was 
suspended until a separate report was 
made to the Commission, and its ad- 
missibility passed upon. 

[8] The company contends that it 


has heeded the Commission’s admoni- 
tion in conserving cash funds and pre- 
sented Exhibit 18 in support thereof. 
It has reduced income notes outstand- 
ing from $2,154,000 to $343,000. Not 
all of this reduction was made from 
operating income, the company hav- 
ing applied more than $700,000 of 
funds received from other sources. It 
also created what it terms a “Depre- 
ciation Fund of $421,000, Consisting 
of Cash and Federal bonds.” 

In establishing temporary rates, the 
fares to be established under the stat- 
ute should approximate rates which 
can be reasonably expected to be sus- 
tained after completion of the hearings 
and the fixing of final rates. Giving 
effect to present claimed land values, 
and the character of the testimony 
thereon, I will use a rounded figure of 
$1,500,000 on which the company 
should be permitted to earn a return 
from temporary rates. This includes 
materials and supplies of $45,000. 

The figures of Dr. Bucknam, chief 
utility rates analyst for the Commis- 
sion, show anticipated reductions 
based on different token rates. His 
figures are shown below along with 
my estimate giving effect to the 42,- 
605,521 passengers carried in 1944, 
I have used Dr. Bucknam’s average 
revenue per passenger. 


TABLE 5 


Dr. Bucknam’s 


Average Revenue 


Tokens & Price per Passenger 


* The present rate. 


Reduction 
Estimated Herein 
to Reflect the Add’l 
Passenger Revenue 
in the Full Year 1944 


Dr. Bucknam’s 
Estimated 
Reduction 


$130,000 $132,000 

287,000 293,000 
408,000 
533,000 
615,000 


400,000 
520,000 
599,000 


59 PUR(NS) 





NEW YORK PUBLIC SERVICE COMMISSION 


[10] Counsel for the company ob- 
jected to the receipt in evidence of 
Dr. Bucknam’s exhibit and testimony 
on the above figures, but his principal 
objection was on the anticipated rate 
reduction on the 7/50 cents token 
charge which was based on conversa- 
tions on token rates in other com- 
panies that had been in effect a short 
time. The company could have pre- 
sented testimony as to this subject 
at the February 5th and 6th hearings 
which were more than two weeks after 
these objections were raised. This 
the company failed to do and I will 
therefore use the revenue reduction 
for 1944 as given in Table 5 above, 
excluding the testimony as to 7 for 50 
cents which was based upon conver- 
sations with the other bus opera- 
tors. 


It should be pointed out that the 
6 for 40 cents estimate is less de- 
pendent upon the application of judg- 
ment as to the increase in the propor- 
tion of token fares to total fares than 


the 3 for 20 cents estimate. The 
present token fares are 6 for 45 cents 
and the testimony of Dr. Bucknam 
indicates that the maintaining of the 
same number of tokens at a reduction 


of 5 cents in the price of the package 
will cause less change in the num- 
ber of token fares than a change to 
3 for 20 cents. 

As previously shown, an allowance 
for net increased operating expenses 
of $279,100 for 1944 should be made. 
Table 4 shows that net operating reve. 
nues for 1944 were $955,973, and 
after allowance for increased operat- 
ing expenses and adjustments, would 
be reduced to about $676,900, 

The 7 for 50 cents and 4 for 25 cents 
token rates shown in Table 5 are elim- 
inated as obviously accomplishing too 
little or too great a reduction. One 
other token rate may be considered 
herein, although it was not the sub- 
ject of any testimony. There is suf- 
ficient data in the record to make a 
reasonable estimate. A 7 for 45 cents 
token rate would have the advantage 
of holding the token package price at 
the present 45 cents level. The amount 
available for return and per cent re- 
turn are set up for token rates of 
6/40 cents, 3/20 cents and 8/50 cents 
on the basis of Dr. Bucknam’s testi- 
mony, and at the 7/45 cents rate as 
estimated herein, in Table 6 which 
follows: 


TABLE 6 


Based on Dr. Bucknam’s Testimony 
6/40¢ 


Item 


Adjusted Net Operating Revenue on 
Present Fares 


ToKEN RATES ; 
As Estimated 
herein * 


3/20¢ 8/50¢ 7/45¢ 


$676,900 $676,900 $676,900 








Gross Reduction at Rate Given 
Less Reduction in Gross Revenue Taxes 


427,200 


408,000 
12,800 


533,000 
12,200 16,000 








Net Reduction at Rate Given 

Adjusted Net Operating Revenue on New 
Token Rate 

Interest on Debt 

Income Taxes at 40% 

Available for Return .............. nde 

Per Cent Return on $1,500,000 


392 

13 
151 
241 


,700 


414,400 


262,500 
13,700 


395,800 517,000 
159,900 
13,700 
58,500 
101,400 
6.8% 


,700 


,600 
,100 
16.1% 


’ 


63,000 
10.9% 


*See Table 7 and text immediately following that table for bases of 7/45¢ estimate. 
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It is believed that it would not be 
wise to consider an 8/50 cents token 
rate at this time. There is considera- 
ble testimony in the record as to the 
effect upon gross operating revenues 
which will occur when the European 
phase of the war is concluded. While 
much of this is speculative, it is indi- 
cated that employment in Syracuse 
will be reduced when that event takes 
place and there will be a consequent 
reduction in bus riding and revenues. 
The $159,900 adjusted net operating 
revenue is about 5.5 per cent of 1944 
operating revenue adjusted to reflect 
this rate. It is believed that this is 
an inadequate margin under present 
conditions. 

The 6/40 cents rate has the advan- 
tage of holding the present package 
size, but yields the company 16.1 per 
cent on the liberal rate base suggest- 
ed herein for the purpose of temporary 
rates. It is too high a return. 

The 3/20 cents rate is a change in 
the present package price, and has the 
disadvantage that if it becomes neces- 
sary to change this rate when final 
permanent rates are established, there 
might be considerable confusion. The 
experience of the Commission in the 
increase in the number of tokens in 
the package by the International Rail- 
way Co. at Niagara Falls and in other 
places indicates public resistance to a 
change in the package price of tokens, 
even though the price per token be 
reduced. I believe the change in pack- 
age price is rather drastic for consider- 
ation as a temporary rate. 

With the suggested rate of 7/45 
cents (6.43 cents per token), token 
riders would get one extra token at 
the present 45 cents package price. 
We have the testimony of Dr. Buck- 


nam as to the relationship of cash fares 
and token fares at different package 
prices, the results of which are shown 
in the first four items of Table 7, 
which follows. The fifth or last item 
is my estimate for the 7/45 cents token 
rate: 
TABLE 7 
5¢ Fares 


Tokens and and 
Price 10¢ Fares Tokens Children 


Jo 
75.4 
77.5 
83.6 
85.5 
80.5 

My estimate of the number of token 
riders who will pay cash with a 7/45 
cents token rate is based upon the as- 
sumption that the percentage paying 
cash will approximate 15.5 per cent, 
which is between Dr. Bucknam’s com- 
putation of 18.5 per cent at 6/40 cents 
and 12.4 per cent at 8/50 cents. If 
the 10 cents cash fares should be re- 
duced to 15.5 per cent of the revenue 
passengers carried, then 2,284,923 
cash fares would become token fares 
at a reduction of $81,572. 

Token fares in 1944 were 32,297,- 
917 and a 7/45 cents token rate would 
cause a reduction of 1.07 cents per 
ride (i. e. 7.50 cents less 6.43 cents) 
or $345,588. The total reduction 
with 15.5 per cent of cash passengers 
would be $427,160, which I will round 
out to $427,200. 


Rates now to be determined are 
temporary rates pending the fixing of 
permanent,rates. If bus riding is ma- 
terially reduced and if the company 
because of the decrease in employment 
is able to secure more bus drivers, the 
present overcrowding of busses will be 
reduced and the net earnings also. 
There is considerable testimony in the 
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record as to this, but it is largely spec- 
ulative and only actual experience will 
determine the result. 

This company has had a good oper- 
ating record. Figures in the record 
indicate that for each year since 1941 
an increase in bus miles operated has 
occurred, despite difficulties of Fed- 
eral directives, etc., which is contrary 
to the trend of many omnibus com- 
panies in this state. 


Conclusion 
[11] A temporary rate of 7 tokens 


for 45 cents would leave this company 
with a return of 10.9 per cent based 
on 1944 operations as adjusted, and 
considerably higher if such a rate had 
been in effect during 1943 and 1944. 

The fundamental purpose of regy- 
lation is to see that rates are adjusted 
as nearly as possible to existing con- 
ditions. 

An order prescribing a change in 
the token charge from 6 tokens for 
45 cents to 7 tokens for 45 cents with 
no changes in other rates in the rate 
schedule should be adopted. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Amery Electric Company 


2-U-2021 
June 8, 1945 


PPLICATION for authority to increase telephone toll rates; 
d \ granted. 


Discrimination, § 177 — Telephone rates — Seasonal and yearly service. 
1. To allow service to continue beyond the time provided for in the seasonal 
rate is discriminatory in that the seasonal subscribers would then obtain 
telephone service at lower average monthly rates than regular full time 


customers, p. 189. 


Rates, § 558 — Telephone rates — Rates for handset equipment. 
2. Telephone handsets are no longer considered special telephone equip- 
ment to be supplied at a higher rate than wall telephones, p. 190. 


By the Commission: The Amery 
Electric Company applied to this 
Commission on January 25, 1945, for 
authority to increase its telephone util- 
ity rates applicable to toll message 
service from Amery to Frederic, to 
revise its rates for seasonal telephone 
service, and to clarify its miscella- 
neous and general rates and rules. 
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Proof was filed with the application 
that the applicant had notified the 
price administrator, Office of Price 
Administration, of the proposed in- 
crease and had consented to interver- 
tion by said administrator. 

A petition for leave to intervene 
was filed by the price administrator 
on February 23, 1945, and was grant- 
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ed by the Commission on February 
2%, 1945. On March 12, 1945, the 
Office of Price Administration noti- 
fed the Commission that due to a 
staff shortage no representative of 
that office would attend the scheduled 
hearing, but that it was desired to file 
a brief. Pursuant to request, the 
Commission sent the Office of Price 
Administration a copy of the tran- 
sript of testimony. The Office of 
Price Administration filed a brief on 
April 9, 1945, together with certifi- 
cate of service on parties to the case. 
This brief has been considered by the 
Commission in the decision made in 
this order. 

Notice of investigation, hearing, 
and assessment of costs was mailed 
by the Commission to all known par- 
ties on February 6, 1945. 

APPEARANCES: Amery Electric 
Company, H. N. Griffin, President 
and Manager, Amery; of the Com- 
mission staff, O. P. Deuel, rates and 
research department. 

The statement of present and pro- 
posed rates as given in the notice of 
hearing in this case was erroneous 
and the motion of the applicant to in- 
troduce evidence under the terms of 
its application was granted by the 
Commission. 

The present and proposed initial 
period rates for toll service between 
Amery and Frederic are given below: 


Present Proposed 
Person-to-person .. 25¢ 


Station-to-station 35 


Calls from Amery to Frederic are 
touted via Wisconsin Telephone Com- 
pany toll board at Rice Lake and calls 
are ticketed and passed in the same 
manner as any other toll service which 
the applicant passes to lines of the 
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Wisconsin Telephone Company. Ac- 
cording to the testimony the routing 
of toll message service from Amery to 
Frederic has always been the same as 
that used at present. There is no evi- 
dence of any community of business 
or social interest between the two 
towns. Calls of the Amery subscrib- 
ers are charged to the Amery Com- 
pany by the Wisconsin Telephone 
Company at the rate applied for in 
this case. Toll message service to 
Frederic is not different from toll 
message service to other points reached 
over lines of Wisconsin Telephone 
Company, and to charge a rate below 
the standard rate of the latter com 
pany may be discriminatory. On the 
basis of the number of calls to Fred- 
eric between January 21 and Febru- 
ary 20, 1945, we estimate that the an- 
nual increase in revenue from such 
calls will be approximately $17. 

[1] The purpose of the applicant 
in requesting a revision of its rate for 
seasonal service is to correct an abuse 
that has arisen from misuse of the 
service under the present rates. The 
proposed seasonal rate will provide an 
incentive for seasonal customers to 
notify the utility at the time service is 
to be disconnected at the end of each 
season and arrange for the premises 
to be unlocked when the company’s 
representative arrives to disconnect 
service. The seasonal service rate 
will not be increased to customers 
who maintain service only for the 
usual season. To allow service to 
continue beyond the time provided 
for in the seasonal rate is discrimina- 
tory in that the seasonal subscribers 
would then obtain telephone service at 
lower average per month rates than 
regular full time customers. 
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[2] The miscellaneous and general 
rates and rules of the applicant will 
result in no increase in the cost of 
telephone service to present subscrib- 
ers of the utility. The proposed dis- 
continuance of a charge for handset 
equipment will reduce the rate for ex- 
change service to subscribers who 
have such equipment now, and will 
make handset equipment available at 
a lower rate to subscribers in the fu- 
ture. This recognition by the appli- 
cant of the fact that handsets are no 
longer special telephone equipment to 
be supplied at a higher rate than wall 
telephones is in accord with the opin- 
ions of this Commission relative to 
handsets which have been expressed 
in many orders. The proposal to 
withdraw the additional charge of 8 


cents per month for handset instry. 


ments will reduce revenues of the ap- 
plicant approximately $155 annually. 
In view of the increase in telephone 
revenues granted in this docket and in 
our dockets 2—U-2019 and 2-U- 
2020, no consideration need be given 
to the effect of such decrease in rey- 
enues. 
Findings 

The Commission finds: 

1. That the present rate for mes- 
sage toll service from Amery to Fred- 
eric is unreasonably discriminatory 
and that the proposed rate is reason- 
able. 

2. That the proposed miscellaneous 
and general rates and rules are reason- 
able. 
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Re Manhattan & Queens Bus Corporation 


Case 11950 
June 19, 1945 


ETITION for certificate of convenience and necessity for opera- 
tion of omnibus line in accordance with modified local con- 
sent ; dismissed without prejudice. 


Procedure, § 39 — Time limitation — Compliance — Mailing of petition. 
1. The mere placing of a petition in the mails, to be received at the office 
of the Commission at some subsequent time, which might be a day or longer, 
or even not at all if the petition were lost in the mails, is not making appli- 
cation to the Commission within a period ending on the day when the peti- 


tion is mailed, p. 191. 


Certificates of convenience and necessity, § 163 — Applications — Approval of 
local consent — Time limitation — Mailing of petition. 

2. The holder of a certificate of convenience and necessity and a local con- 

sent from a city for operation of bus lines does not make timely applic 

tion for approval of a modification of the local consent, required by such 

modification to be made within thirty days after the agreement is signed, 
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RE MANHATTAN & QUEENS BUS CORP. 


by mailing to the Commission a verified petition for approval on the thirtieth 
day, when the modified consent is to cease and determine if application is 
not made in the time allowed; no valid modified local consent exists after 
the time limit and the Commission has no authority to grant an amendment 


to the certificate, p. 191. 


APPEARANCES: Philip Halpern, 
Counsel (by Philip Hodes, Assistant 
Counsel), for the Public Service Com- 
mission; Walter R. Hart, Brooklyn, 
appearing for Manhattan and Queens 
Bus Corporation ; Ignatius M. Wilkin- 
sn, Corporation Counsel (by Harry 
Hertzoff, Assistant Corporation 
Counsel), New York city, for the city 
of New York. 


ARKWRIGHT, Commissioner: Peti- 
tioner applies for amendment to a cer- 
tificate of public convenience and ne- 
essity heretofore issued to it for the 
operation of route Q-60 (Queens 
Boulevard route), Queens county, 
New York city, New York. 

The certificate was issued in Case 
T. C. 3337 on April 7, 1937, to termi- 
nate coincidentally with the expiration 
of the local consent of the city of New 
York, which will expire on December 
30, 1946. 

The application in the instant pro- 
ceeding is based upon a modification 
of the above local consent so as to 
provide for the inclusion of a loop in 
the above route for turn-around pur- 
poses. The consent is dated March 
17, 1945, 

That portion of the route which for- 
merly read “thence along 109th ave- 
nue to the tracks of the Atlantic 
(Long Beach-Far Rockaway) divi- 
sion of the Long Island Rail Road” 
is eliminated from the local consent, 
and the following substituted in its 
place: “thence along 109th avenue to 
157th street ; thence along 157th street 


191 


to 108th avenue; thence along 108th 
avenue to Sutphin boulevard.” 

[1,2] At the outset of the proceed- 
ing, Philip Hodes, Esq., assistant 
counsel to the Commission raised the 
question as to whether petitioner had 
complied with the provision of the 
modified local consent which required 
petitioner, to make application for 
amendment to the certificate of con- 
venience and necessity sought, within 
thirty days from the date of said modi- 
fied consent. 

The latter consent, § 3 thereof, pro- 
vides as follows: “The company shall 
make application to the Public Serv- 
ice Commission for the necessary ap- 
proval and authority, as required by 
law, with respect to said substituted 
description of Route Q-60-Queens 
boulevard, within thirty days from the 
date on which this contract is signed 
by the mayor or within such further 
time as the board (of estimate) may 
allow; otherwise the rights hereby 
granted with respect to said substi- 
tuted description of route shall cease 
and determine.” 

Since the modified local consent of 
the city of New York was signed by 
the mayor of the city of New York on 
March 17, 1945, application, in ac- 
cordance with the said section, should 
have been made by the petitioner with- 
in thirty days from that date; in other 
words, not later than April 16, 1945. 

The petition is verified on that day, 
and by letter dated April 16, 1945, was 
forwarded to the Public Service Com- 
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NEW YORK PUBLIC SERVICE COMMISSION 


mission, by mail, at the State Office 
Building, Albany, New York, and was 
received at that office on April 17, 
1945, as shown by stampings on the 
petition and the letter. 

It is conceded that petitioner has 
not applied to the board of estimate of 
the city of New York for further time 
within which to make application to 
the Public Service Commission. 

Petitioner’s attorney argues that pe- 
titioner has made timely application 
since the petition had been placed in 
the mail on the thirtieth day, and that 
in any event, the only one who could 
raise the objection that petitioner has 
not complied with the said terms of 
the local consent is the city of New 
York, which has not done so. 

Counsel for the Commission argues 
that § 3 contains a conditional limi- 
tation on the life of the consent, and 
that application, not having been made 
in time, the modified consent ceased 
and determined; and that the peti- 
tioner, not having applied in time, has 
not a valid modified local consent on 
which this Commission can base an 
amendment to the existing certificate 
of public convenience and necessity: 

I believe the contentions of counsel 
for the Commission are not only 
sdund, but correct. 


The mere placing of the petition in 
the mails, to be received at the office 
of the Commission at some subsequent 
time which might be a day or longer, 
or even not at all if the petition were 
lost in the mail, in my opinion, is not 
making application to the Public Sery- 
ice Commission. Surely, no one would 
argue that even if the petition were 
forwarded with all good intent, and 
never received, timely application had 
been made. This section, for reasons 
best known to the city of New York, 
places a limitation of thirty days within 
which application to the Public Serv. 
ice Commission must be made. It 
specifies that unless this application is 
made within that time, the rights 
granted in the modification agreement 
shall cease and determine. 

It seems to me that the petitioner 
has not made application within the 
30-day period, as required by the 
amended or modified local consent. 
This being so, it follows that the Com- 
mission has no authority to grant an 
amendment to the present certificate 
of public convenience and_ necessity 
thereon, and that the proceeding must 
be dismissed. 

I recommend the dismissal of the 
petition, without prejudice to renewal 
on a proper showing. 
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Industrial Progress 


Selected information about products, supplies, and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 


Robins Conveyors Reorganizes 
Sales Setup 


a preparation for more intensive sales ac- 
tivity, Robins Conveyors Inc., Passaic, New 
Jersey, manufacturers of materials handling 
machinery, has reorganized its sales depart- 
ment, which continues under the direction of 
Harold Von Thaden, first vice president. 

Under the new plan, E. C. Salzman, vice 
president, formerly in charge of sales, assumes 
responsibility for all export operations. His 
headquarters will be at the 70 Pine street. 
New York city, offices of the company, 

Moving to Passaic from the Chicago office, 
which was under his charge, J. F. Meissner, 
vice president, takes over control of all en- 
gineering sales and of the field engineers who 
devote their time and attention solely to mat- 
ters involving the functions of designing and 
engineering materials handling projects and 
plants. 

The equipment sales section is now under 
A. E. Conover, formerly manager of the vi- 
brating machinery division. His responsibilities 
include the direction of that portion of the 
field engineering staff concerning themselves 
with the sale of equipment, where little or no 
engineering is involved. 

Sales research and training has been put un- 
der T. W. Matchett, secretary of Robins Con- 
veyors Inc.; advertising and sales promotion 
remain under E. M. Perrin; the engineering 
department continues to be headed by R. W. 
Eichenberger, vice president. 

\ vastly expanded sales program has pro- 
eressed beyond the planning stage and is be- 
ing instituted as rapidly as additional person- 
nel become available. 


Copperweld Appointments 


»= Brown, New England sales engineer 
for the Copperweld Steel Company, has 
been transferred to the home office at Glass- 
port, Pennsylvania, where he will assume the 
duties of staff engineer in the general sales de- 
partment. Before coming to Copperweld in 
1937, Mr. Brown was purchasing agent of the 
city of Bangor, Maine. Prior to that he spent 
many years as an engineer with the Electric 
Bond and Share Company. 

_ H. M. MacDougal has succeeded Mr. Brown 
in the New England territory. From 1927 to 
1938 Mr. MacDougal was ‘affiliated with the 
New York State Electric & Gas Corporation as 
an electrical engineer. Later he spent several 
years with the Copper Wire Engineering Asso- 
ciation. From 1942 to 1943 he was chief of the 
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public utility unit, conservation division, War 
Production Board. Since that time he has been 
in the sales engineering department of Copper- 
weld at Glassport. 


Byers Issues Case Study 
On Snow Melting 


Now melting by means of underground hot 
water or steam-wrought iron pipe lines is 
the subject of Case Study No. 4, released re- 
cently by A. M. Byers Company, Pittsburgh. 
The bulletin consolidates available informa- 
tion on such installations, the oldest of which 
goes back to 1925. Specific information is given 
on five installations: (1) beneath the sidewalks 
of an office building; (2) in a residence drive- 
way; (3) beneath crosswalks in an industrial 
plant; (4) in a truck driveway; and (5) ina 
truck ramp at a factory. 
Design and installation practices constitute a 
main chapter in the case study. 


Okonite Company Announces 
Personnel Changes 


J. GarricAn, formerly vice president and 
e factory sales manager of The Okonite 
Company, has been appointed vice president in 
charge of sales and will be responsible for di- 
recting all sales activities of The Okonite Com- 
pany and its Hazard Insulated Wire Works 
Division, as well as those of its affiliate, The 
Okonite-Callender Cable Company, Inc. Mr. 
Garrigan joined Okonite in 1924 and has been 
connected with the electrical wire and cable 
industry for over forty years. He will still be 
located at the company’s executive offices in 
Passaic. 

C. E. Brown, Jr., formerly vice president in 
charge of Okonite’s Washington, D. C., office 
has been appointed vice president and general 
sales manager to coordinate the activities of 
the executive offices in Passaic, New Jersey, 
with the company’s 18 branch offices. Mr. 
Brown, who will have offices at Passaic, as 
well as in the New York district sales office at 
501 Fifth avenue, has been connected with the 
Okonite sales organization since 1919, first as 





“MASTER*LIGHTS” 

© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
® Hospital Emergency Lights. 
CARPENTER MFG. CO. 
SuT-MAgeRs 


197 Sid St., 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 


quickly— 
e 
in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

iving a dependable grip on both con- 

uctors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 

Vi-Tite Terminals for quick 

installation and easy taping. 

Also sieeve ty terminals, 

screw type, shrink fit, etc. etc. 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN-UNION 


on ok. 5 2k SE Om @ ei - | ee ee oe ee 





an agent with the Central Electric Company 
of Chicago, and later, in 1925, as manager of 
Okonite’s power and light department in the 
Chicago territory. 

Mr. Brown will also take over the duties per- 
formed by the late W. K. Vanderpoel in acting 
as a contact executive between the officials of 
the power and light utilities and Okonite’s utij- 
ity specialists in branch offices. 


D. Rowland Joins Porcelain 
Insulator Corporation 


> H. Row anp has joined the staff of 
the Porcelain Insulator Corporation of 
Lima, New York, as ceramic research engineer, 
In that capacity he will assume responsibility 
for the continuing development of Pinco insu- 
lators and specialties. 

Prior to Pearl Harbor, Mr. Rowland had 
been in the employ of the Locke Insulator Cor- 
poration, where he has served in turn as elec- 
trical engineer, research engineer, and chief 
ceramic engineer. During this period he pub- 
lished a number of papers on high-voltage 
porcelain, one of which, “Porcelain for High- 
voltage Insulators,” received a national award 
from the American Institution of Electrical 
Engineers. 

Previous to his connection with the Locke 
Insulator Corporation Mr. Rowland was em- 
ployed by Stone and Webster Corporation and 
the Western Union Telegraph Company. When 
war broke out, he joined the staff of McCon- 
way and Torley Corporation of Pittsburgh, 
Pennsylvania, as metallurgist and chief engi- 
neer. 


J. Sykora Elected President 
Portable Products 


oHN C. Syxora has been elected vice presi- 

dent and director of sales for all divisions 
of the Portable Products Corporation, Pitts- 
burgh, according to an announcement by Fernal 
R. Marlier, president. Mr. Sykora will direct 
activities for the corporation from newly es- 
tablished headquarters in the Woolworth 
building, New York city. 

Included in the five units of Portable Prod- 
ucts Corporation are C. J. Tagliabue manufac- 
turing division, precision instruments, Brook- 
lyn; Coldwell Lawnmower and Philadelphia 
Lawnmower manufacturing divisions, New- 
burgh, New York; Paul & Beekman manu fac- 
turing division, precision metal stampings, 
Philadelphia ; and Strauss manufacturing divi- 
sion, safety equipment, Pittsburgh. 

Mr. Sykora was formerly vice president and 
sales manager for the industrial division of the 
Gould Storage Battery Corporation, Depew, 
New York. 


Tappan Presents New Portfolio 


a3, | EET the Challenge” is the theme of a 
new 28-page portfolio recently put 
out by the Tappan Stove Company. 5 
This portfolio illustrates some of the im- 
portant competition factors as “challenges 
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Check These Kinnear Features 
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theft, sabotage and the elements. 
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. 
the manufacturer and dealer will face in the 
merchandising of Tappan gas ranges when the 
green light is given for volume production of 
civilian goods. 

The constructive steps that are being made 
to meet these ‘“‘challenges” are outlined as “an- 
swers.” Prominent among these are plant ex- 
pansion, new product development, national 
magazine advertising, store floor planning, and 
many other things to maintain and strengthen 
the value of the Tappan dealer franchise. 


Sommers Made Pacific Coast 
Sales Manager for Sylvania 

HE lighting division of Sylvania Electric 

Products Inc. announces the appointment 
of George R. Sommers as their Pacific coast 
sales manager with headquarters at San Fran- 
cised, California. Joining the New England 
sales division in 1940, Mr. Sommers moved to 
Washington, D. C., early in 1943 where he 
served as manager of the Capital division until 
his appointment to the West coast post. 


Westinghouse Appointment 
wiLyM A. Price has been appointed execu- 
tive vice president of the Westinghouse 
Electric Corporation, Pittsburgh, Pennsyl- 
vania, according to an announcement by 
George H. Bucher, president. 
Mr. Price was elected vice president of the 


DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 
Founder of Tree Surgery 


DAVEY 


TrEE TRIMMING 
FOR 


LiInE CLEARANCE 
Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


company in September, 1943, and was elected 
to the Westinghouse board of directors in Janu. 
ary of this year. His responsibilities had jn. 
cluded settlement of the company’s war cop. 
tracts. 


Folder Contains Data on 
Fire Extinguishers 


Qos: engineers, fire protection officials, and 
other executives concerned with fire pro- 
tection are offered an instructive file folder by 
the General Detroit Corporation. Designed to 
fit all standard file drawers, it is intended to 
hold information pertaining to fire extinguish- 
ers, 

Material printed on the inside of the folder 
includes sketches of the five principal types of 
fire extinguishers, classes of fire for which 
each is recommended, Underwriters’ Labora- 
tories rating for each, and other data on the 
operation, recharging, and effectiveness of ex- 
tinguishers. There is also included excerpts 
from the Underwriters’ definitions of classes 
of fire and units of protection as applied to 
extinguishers. 

Copies of the file folder may be secured by 
executives, without charge, by writing the Gen- 
eral Detroit Corporation, 2270 East Jefferson 
avenue, Detroit 7, Michigan, or the General 
Pacific Corporation, 1800 South Hooper street, 
Los Angeles 21, California. 


Bendix Aviation Peace 
Prospects Outlined 


 & a special VJ-Day statement, Ernest R. 
Breech, president of Bendix Aviation Cor- 
poration, said that plants of the corporation 
which in peacetime were engaged in produc- 
tion of automobile components can convert to 
automotive production in a relatively short pe- 
riod of time. 

“Availability of necessary materials will 
probably be the only limiting factor, as plants 
have continued to produce war goods of auto- 
motive nature. Volume production can be ac- 
complished gradually over a few months,” he 
said. 

The Bendix radio division is ready to start 
production of peacetime radio products almost 
immediately, including AM and FM radios and 
radiophonograph combinations for the home 
and ultra high-frequency radio communica- 
tions for railroad and other uses, Mr. Breech 
stated. 


G-E Appointment 


C. McCune has been appointed south- 

e western district representative for Gen- 

eral Electric clocks, fans, sunlamps, heating 

ds, heat lamps, and portable heaters, R. \ 

acDonald, district manager, has announced. 
His headquarters will be in Dallas. 

Mr. McCune joined General Electric in 1930 
after serving for two years with American 
Chain & Cable Company, Inc., in Dallas. He 
was clock representative in Minneapolis, and 
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Transite Ducts, — 
to rust and rot, actually 


get stronger with age 


ERE’S a ductway which effectively encased in Transite are cooler cables be- 
withstands the corrosive action of all cause this inorganic material dissipates 
pes of soil normally encounteredin cable heat more rapidly than ducts with an or- 
bstallation. ganic content. Thus cable life is lengthened. 
This advantage of Transite Ducts is 
hown in a series of tests conducted over 
two-year period by an independent re- 
arch agency. Through cinder fills, salt 
arshes, peat bogs, clay, loam and many 
her aggressive soils, laboratory men 
und that these asbestos-cement ducts 
ally became stronger, more durable For details, write for Data Book, @ aa 
DS410, Johns-Manville, 22 E. 5 
As an added factor, underground cables 40th Street, New York 16, N.Y. Ml 


The permanently smooth bore of Trans- 
ite Ducts makes long cable pulls easy and 
speeds up replacements. These ducts come 
in long, lightweight lengths, easy to han- 
dle and install. 


* * * 


ns-Manville 
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representative of all G-E traffic appliances in 
Kansas City. A year before the war he moved 
to Bridgeport, Connecticut, headquarters of the 
company’s appliance and merchandise depart- 
ment, where he handled advertising and sales 
promotion for the clock division. 

During the war he was in charge of inspec- 
tion on one of the company’s war projects. 
Immediately prior to his new assignment, he 
was an expediter. 


Sylvania Second Annual Design 
Competition Announced 


é & further stimulate interest in improved 
postwar lighting, Sylvania Electric Prod- 
ucts Inc, has announced the second of its an- 
nual fixture design contests for anyone con- 
nected with the lighting division of a public 
utility. Twenty-two cash awards totaling 
$2,000 and ranging from $500 to $50 will be 
made in addition to certificates for all win- 
ners and an attractive trophy for utility com- 
panies employing those who qualify for the 
four major awards. 

The purpose of this year’s competition is to 
develop an improved design for a commercial 
fluorescent fixture using four 96 in. Sylvania 
long slim type fluorescent lamps. The type of 
design submitted should be suitable for gen- 
eral lighting in the main floors of department 
stores in a ceiling-mounted position. 

Details of these lamps and rules for the 
competition may be obtained from Sylvania 
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Because you get maximum sulphur removal per 
pound of oxide. 
made especially for maximum activity and 
capacity, maximum trace removal and shock 
resistance. Comparing cost, performance and 
savings, we believe Lavino Activated Oxide has 
no close rival. 


For more 
record, just write a note on your letterhead to 


E. J. LAVINO AND COMPANY 
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Lavino Activated Oxide is 


information about its remarkable 


1528 Walnut St., Philadelphia 2, Pa. 








at Salem, Massachusetts. Entry blanks post- 
marked not later than midnight September 30, 
1945, will make qualified contestants eligible 


igns submitted on or 


for awards covering des 
before December 31, 194 

Designs submitted will be judged by Eugene 
Burke, industrial designer, of Burke & 
Kober, Los Angeles; R. J. Chapin, superin- 
tendent of construction and maintenance, Mar- 
shall Field & Company, Chicago; Lurelle 
Guild, industrial designer, New York; and E. 
M. Strong, professor of electrical engineer- 
ing, Cornell University. 

A similar competition was sponsored by 
Sylvania last year for an improved design for 
a commercial fluorescent fixture utilizing four 
standard 40-watt fluorescent lamps. Prizes 
amounting to $1,600 were awarded at a pres- 
entation dinner held at the Waldorf Astoria 
in New York on February 7, 1945. Major 
awards were made to C. J. Berry of the Con- 
solidated Gas, Electric Light & Power Com- 
pany of Baltimore; L. B. Paist of the Northern 
States Power Company of Minneapolis; H. 
Grattan, Jr., of the Potomac Electric Power 
Company of Washington, D. C.; and Walter 
Kelley, Jr., of the Blackstone Valley Gas & 
Electric Company of Pawtucket, Rhode 
Island. 


Marmon-Herrington Enters 
Transit Field 


1 pa tier gs Company, INc., of 
Indianapolis, is entering the transit 
equipment industry with a line of trolley 
coaches designed under the direction of 
Charles Guernsey, who has been elected a vice 
president of the company and manager of the 
transit equipment division. 

A. W. Herrington, Marmon-Herrington 
board chairman, announces that full-scale’ 
manufacture of the company’s regular line of 
All-Wheel-Drive trucks and Ford conversions 
for commercial and industrial services will be 
in effect by early fall. At the same time, the 
great expansion of Marmon-Herrington fa- 
cilities during the past few years provides ade- 
quate additional capacity to manufacture the 
new line of troiley coaches. 

Charles Guernsey has had some thirty years 
of experience as engineer, manufacturer, and 
manager in the automotive and transit equip- 
ment industries. He was associated with the 
J. G. Brill Company of Philadelphia for more 
than twenty years, holding the position of vice 
president and directing engineering, sales, ané 
service department activities from 1936 unti 
his resignation in September last. ’ 

During this war he was granted a leave o! 
absence to serve as technical director and later 
as chief of production for the Philadelphia 
Ordnance District. 

Initial orders have already been booked from 
Indianapolis Railways, Inc., and Columbus & 
Southern Ohio Electric Company. The first 
production will be on 40- and 44-passenget 
models. Other types and sizes will be made as 
the need develops. 
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Save to Win 
with these four simple rules 
of battery care: 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask us if yours is safe. 


Keep the top of the battery and 
battery container clean and dry at 
all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


Record water additions, voltage, 
and gravity readings. Don't trust 
your memory. Write down a com- 
plete record of your battery's life 
history. Compare readings. 


If you wish more detailed information, or 
have a special battery maintenance prob- 
lem, don't hesitate to write to Exide. 
We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225. 





Exide — 


CHLORIDE 
BATTERIES 


...is a vital principle 


of utility operationl 


Conservation of materials is no new story 
to the men who operate public utilities. 
With thrift and efficiency they have always 
planned for conservation. 


They’ve squeezed the last ounce of use 
out of materials and equipment in their 
care .. . and today, that need is intensified. 


One helpful principle to follow is that of 
“Buy to Last—Save to Win.” Buy quality 
products and equipment, then care for it to 
avoid needless replacement. That conserves 
raw materials, labor, and space in factories. 
It frees these productive elements for essen- 
tial war production. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 
Exide Batteries of Canada, Limited, Toronto 
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Now Off the Press 


UTILITY AND 
TRANSPORTATION — 
REGULATION 
IN WARTIME 


A Volume Containing the Entire Proceedings of the 1944 War 
Conference of the 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 





Including round-table discussions and reports on the following timely 
and important subjects: 


Depreciation Problems (1944 report of Committee on Depreciation) 
Air Commerce Legislation—Excess Profits Taxes—Telephone Regu- 
latory Problems—Electric and gas problems in the transition from 
war to peace economy—Disposition of Excess Earnings— 
Deferred Maintenance—State regulation of Interstate 
Commerce Not Subjected to Federal Regulation— 

Separation of Judicial and ' Administrative 
Functions of Regulatory Commissions— 

Accounting and Valuation—These 
and Others $6.00 
COMMITTEE REPORTS SEPARATELY PRINTED AND OTHER 1944 PUBLICATIONS 
OF THE NATIONAL ASSOCIATION OF RAILROAD AND UTILITIES COMMISSIONERS 
1944 Depreciation report (Supplement to 1943 report) J 

1943 Depreciation report (277 pages) 
Excess Profits Tax report 
Telephone Committee report 
Legislation (containing 12 resolutions adopted by the Conference) 
Electric and Gas Company regulatory problems, Address of R. W. Peterson 
of Wisconsin ; 

Accounts and Statistics 
Disposition of Excess Earnings, address of Gilbert Shilson of Michigan 
Deferred Maintenance, address of Harry M. Miller uf Ohio 
State regulation of interstate commerce, address of Jchn E. Benton 
Interpretations of Uniform Systems of Accounts for Electric Utilities 
Interpretations of Uniform System of Accounts for Gas Utilities 
Interpretations of Uniferm System of Accounts for Water Utilities 

(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BUILDING WASHINGTON, D. C. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design and construction. 

















Tae American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


NEW YORK 
PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











DESIGN Si ord, Bacon & Davis, SNC. RATE CASES 


CONSTRUCTION APPRAISALS 
Engineers 
VALUATIONS AND REPORTS 


NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


Seam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 pissing and Expediting, 
. Rates, Research, Reports, 


= Sennen Serving Utilities and I sf Personnel Relations 
ing Betterments, 7. 
Reading, Pa. Original Cost Accounting, 


Inspections and Surveys, 
Feed Water Treatment. Washington Now York Accident Prevention, 














(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 








Engineers WILLIAM 8S. LEFFLER = Economists 
SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — ns guatel REPORTS 


ELECTRIC — WATER — — GAS Utility Operations 
Noreton, Connecticut 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
New York San 











Sargent & Lundy 


ENGINEERS 
Steam and Electrie Plants 
Utilities—Industrials 
Studies—R e ports—Design—Supervision 
Chicago 





(Paofessioval Directory: Concluded ‘on Next Page) 
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| STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING * APPRAISALS 


BOSTON «© NEWYORK + CHICAGO + HOUSTON « PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 














the J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. JACKSON & MORELAND 


Consulting Engineers ENGINEERS 
Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators & Power Plants PUBLIC UTILITIES—INDUSTRIALS 
Industrial Buildings RAILROAD ELECTRIFICATION 
City Planning Reports Valuations DESIGN AND SUPERVISION VALUATIONS 
Laboratory ECONOMIC AND OPERATING REPORTS 


1520 Locust Street Philadelphia 2 BOSTON NEW YORK 


BARKER & WHEELER, ENGINEERS| | JENSEN, BOWEN & FARRELL 


DESIGNS AND CONSTRUCTION — OPERATING Engineers 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — e ° 
MANAGEMENT — APPRAISALS — RATES Ann Arbor, Michigan 
11 PARK PLACE, NEW YORK CITY Acer - See: Spee 
36 STATE STREET, ALBANY, N. Y. rate. inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 




















— 
BLACK & VEATCH LUCAS & LUICK 
CONSULTING ENGINEERS ENGINEERS 


Appraisals, investigations and re DESIGN, CONSTRUCTION SUPERVISION; 
ports, design and supervision of com OPERATION, MANAGEMENT, APPRAISALS, 
struction of Public Utility Properties INVESTIGATIONS, REPORTS, RATES 


06 ITY, MO. 
BROADWAY KANSAS © 231 S. LaSauue Sr., Cricaco 








—_—, 
EARL L. CARTER A. S. SCHULMAN ELEctric Co. 


Consulting Engineer - Contractors’ 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY TRANSMISSION LINES—UNDERGROUND Dhistri- 


Public Utility Valuations, Reports and BUTION — PowgrR STATION — INDUSTRIAL: — 
Original Cost Studies. CoMMERCIAL INSTALLATIONS 


910 Electric Building Indianapolis, Ind. 537, SoutH Dearsorn St. Cricaco 

















W. C. GILMAN & COMPANY MANFRED K. TOEPPEN 
ENGINEER ‘ 
ENGINEERS CONSULTATION — INVESTIGATION — REPORTS. 
and MARKET AND MANAGEMENT SURVEYS . 
FINANCIAL CONSULTANTS VALUATION, DEPRECIATION AND Rate 
? MATTERS “a 
55 Liberty Street New York 261 Broadway New York 7, N. Y. 
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The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Thew products and services cover a wide range of utility needs. 
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*Addressograph-Multigraph Corp. ..—.................. 
Albright & Friel, Inc., Engineers 
American Appraisal © pany, The 





Babcock & Wilcox Company, The 

*Baldwin Locomotive oe ee Sa set 
Rarber Gas Burner Comp , The 

Barker & Wheeler, eshinens = 

Black & Veatch, Consulting Mastncess .. 

—— Knox Division of Blaw-Knox 
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Burroughs Adding Machine Co. ........................... 
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Carpenter Manufacturing Company -................... 
Carter, Eari L., Consulting Engineer 
Cleveland Trencher Co., The 
Combustion Engineering Company, Inc. —.. 
*Consolidated Steel Corp., Ltd. —............... 
Coxhead, Ralph C., Corporation 

Crescent Insulated Wire & Cable Co., Inc. 
*Cummins Business Machine Division 
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Davey Compressor Company ....... 


Davey Tree Expert Company - Sepetiessiiinn 
Day & Zimmermann, Inc., Magiacers 
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Egry Register Company, The...Qutside Back Cover 
Electric Storage Battery Company, The 
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Foster Wheeler Corporation 








Inside Back Cover 


G 


General Electric C y 
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drawing of a 175,000 
high efficiency steam 
which operates on 
anthracite. This is 
duplicate units re- 
alled in a large east- 
mill. 


257 














VED 
RNING ANTHRACITE FINES 


steam generators fired with pulver- 
nthracite have been 
for several years in two prominent 
ants. Fuel costs of the unit located 
e anthracite fields are 50% less than 
inous was fired, while the other in- 
, Situated at greater distance from 
s, effects a corresponding saving of 


continuously 


any years “bin” storage systems were 

adjuncts when burning pulverized 
e. Fuel characteristics plus limita- 
he pulverizing equipment made these 
and expensive applications necessary 
and continuous operation. 


ame the Foster Wheeler “unit” sys- 
pulverized anthracite. Specially de- 


WHEELER CORPORATION @ 


signed pulverizers, burners, furnaces, boilers, 
superheaters and heat recovery equipment 
were all integrated into a single unit to pul- 
verize and fire anthracite continuously and 
as required. “Bin” storage was eliminated 
and the new installations showed a continu- 
ous record of high efficiency, low maintenance 
and stable furnace conditions under fluctuat- 
ing loads. The first unit has now pulverized, 
in highly successful operation, 225,000 tons of 
anthracite having an average Btu value of 
10,500 and average ash content of 15%. 


For more than seven years pulverized an- 
thracite has been successfully fired in Foster 
Wheeler “unit systems.” Commercial operat- 
ing records of the seven units already in 
service show uniformly economic and effi- 
cient performance. 


165 BROADWAY, NEW YORK 6, N. Y. 


FOSTER WHEELER W 
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@ln. countless installations Egry ness for faster and more efficient 
Business Systems have demon- methods to write initial fecords, 

strated their value and usefulness Egry Business Systems are used cx. 
by reneiicg up the writing of hand-__tensively throughout the Utilities ” 
written and typed records; by cut- Industry. Investigate today! Write — 
ting costs and safeguarding profits. for literature containing complete 
through the elimination of mistakes . information. Or a practical dem- 
couped by carelessness, thought- onstration of Egry BusinessSystems 


lessness and temptation. With the may be arranged in your Own office | 
systems shown below, Egry has at your convenience» There is 10° 
met the challenge of modern busi- cost or obligation whatever. 


eet ta 
y. 2 - 
- 


EGRY TRU-PAK speeds the writing of all 
handwritten records. Eliminates mistakes 
and assures positive control over all re 
corded transactions, 


EGRY SPEED-FEED may be attached to any 
standard typewriter in one minute, with- 
out change in construction or operation 
and with Egry Continuous Forms, prac- 
tically doubles the output of the operator 
since all her time becomes i 


Ss 
for immediate use for either typed or 
handwritten records. 

with 


EGRY BUSINESS SYSTEMS 


THE EGRY REGISTER COMPANY, DEPT. F830, DAYTON 2, OHIO 
EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Sts., Toronto, Ontario, Cancde 
Egry maintains soles agencies in all principal cities 
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